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P. O Box 798
G undy, Virginia 24614
(540) 935-5257

BENNY WAMPLER: Good norning. M nane is Benny

Wanpler. |1'mDeputy Director for the Virginia Departnent of
M nes, M nerals and Energy, and Chairman of the Gas and QG|
Board; and |I'Il ask the Board Menbers to introduce

t hensel ves, starting with M. GIlliam

RICHARD G LLIAM R chard Glliam Coal Industry

Represent ati ve, Abi ngdon, Virginia.
MAX LEW S: Max Lewis, from Buchanan County. I'm a
public nmenber.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney CGeneral, here to advise the Board.

BILL HARRI S: And I'm Bill Harris, a public member

from Wse County.
TOM FULMER:  Tom Ful ner, Departnent of M nes,

M neral s and Energy.

BENNY WAMPLER: Thank you. The first item on

today’s agenda, the Board will receive a quarterly status
report fromFirst Virginia Bank-Muntain Enpire, as escrow
agents to the Board. We’d ask the representatives to come
forward at this tinme, please. Introduce yourselves for the
record, please.

Bl LL KING: Good morning. I'm Bill King and this is
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Rob Martin with First Virginia Bank and, of course, we are
here as the escrow agent for the Board. W are passing out a
detail ed asset holdings list of the account currently and
this is very current as of...let ne see at the top there,

Sept enber the 11th.

The account |ast tinme was sonething...the bal ance
was just slightly under three point eight mllion. So, at
this point, we are a little over four point one. So, there
is sone growh in that primarily by additions. But wth al
of the market turnoil that we have seen, it is sonething that
actually the way this investnent philosophy has...has been
set, you know, we are pretty nuch protected from..as a
matter of fact, with rates having dropped, the bond portion
of the portfolio has benefitted. And the thing that’s been a
little bit unusual, but not all that nuch, the yield curve is
so flat that the short termrates really have not been
affected. ©Now, at some point...what I’'m pointing to is that
very first portion of the portfolio. The short term
i nvest nent pool as a noney market fund and roughly...in total
ri ght now over...over sixty percent is in that fund. The
current yield is 5.6 percent and it has been in that range at
5.5 and 5.6 percent. And again, as | said, short termrates

have been very much unaffected. The |onger termrates have
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dropped and, you know, we’ve seen...I can’t quote a figure
probably, but sonewhere at the beginning of the year, the
long term treasury bond was well over 6 percent and it’s
now...it has hit 5.2 percent, in that range, in the |last few
tradi ng days. So, we have a situation where our noney market
rates are more than our thirty year bond rates. 1It’s not
unheard of, but it’s not something we have seen for quite a
long tine in the markets. But again, all of this having been
said, there’s been no adverse affect and, as a matter of a
fact, we are well positioned. There is plenty of liquidity,
yet we have in the past, and up until probably just earlier
this year, nmaybe in the spring, have invested in treasuries
of governnent agency bonds with, you know, one... | think,
overall, one to three and half or four year maturity. Again,
those with the action of rates, you know, the market val ues
are up a little on those. I’'m not any more concerned about
that than if things went the other way. Again, the strategy
isto have a little better yield than we can get in a noney
market, if we can do that, on the bonds and hold themto
maturity so that at maturity we are going get par. W are
not really counting on selling these at...while the market is
hi gh because we have reinvested the noney at | ower rates.

So, there is...really, this market fluctuation has very
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little affect on us.

Again, the...right now, as you can see, the first
col um bei ng market value and the second being the costs
basis, there’s not a huge...unrealized gain is in that second
to last colum. So, you can see them W are not talking
about a huge anount, but the account is doing very well. And
then you can see the overall current...and this is gross
yield, the 5.7 percent, which, you know, is a pretty good
rate right now for short term money. I don’t know if there
are any other issues or anything. Rob, do you have---?

ROB MARTIN: No, sir.

BENNY WAMPLER: Questions from nenbers of the Board

of any of the information that’s been provided by Mr. King?

BILL KING | guess, | can add, too, | know you...it
was nmentioned earlier that the Board nenbers receive a copy
of our regul ar statenent.

BENNY WAMPLER: Yes.

BILL KING And as far as we are concerned, you
know, if you |look at that and have a question at the tine,
don’t hesitate to call Rob or I. It is harder maybe to
remenber that several nonths |ater or sone we are here,
SO---.

BENNY WAMPLER: Well, | think we are starting to be
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in sync with how you are reporting and what we are seei ng and
everything. So, we’ve been through the question and answer
before. | think we are getting pretty famliar with---.

Bl LL KING Yeah.

BENNY WAMPLER:  ---your reporting format.

BILL KING Format changed a little bit, of course,
at the first of the year, but not...probably not too
drastically.

BENNY WAMPLER Ri ght. Does anyone have any

questions of these gentlenen?

JILL HARRISON:. M. Chairman, | have a question. |

amJill Harrison. | represent Hugh McRae Land Trust and
Garden Reality Corporation, and | have received, | guess, in
t he past couple of weeks, the information that Mss Riggs
sent to ne with regard to the anounts deposited by the
operator for certain units. And going through sone
additional information | received yesterday, and also M ss
Davis called to check with the bank on deposits, | think
there is still a problemw th the Northeast Longwall Ten
Unit, and | know that on the docket |ater today is the

addr essi ng paynent of escrow. So, | wanted to nention this
matter so that the bank could ook into it before any

paynents are nade. But on the Northeast Longwall Ten, the
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anounts that are shown to be deposited by the operator are
three hundred fifty-nine thousand nine hundred ninety-one
dol lars and sixty-four cents ($359,991.64), and fromthe
anounts that was given to Mss Davis |ast Tuesday, | believe
it was, there was an anount held by the bank of one hundred
ni nety-si x thousand six hundred ninety-six dollars and nine
cents (%$196,696.09). This is the unit that the letter had
gone out sone tinme ago because there was a problemw th the
suppl enmentary order and the bank paid the noney back and I
believe that may be the difference, but out of that funds,

Garden Reality and Hugh McRae will be splitting around three

hundred thousand dollars ($300,000). Obviously, that’s more
than what’s shown presently in that account. So, I think
that’s one thing that we are going to have to figure out, if

the noney was paid back and if it was, where it went, or the
bank may have never received the noney back once it was
incorrectly paid out.

BENNY WAMPLER: Ckay.

JILL HARRI SON: I mean, I don’t know what happened.

| just know the nunbers that | have and that | was given,
and knowi ng that |ater today you may order the paynent of
those funds, I think that’s something that the Board should

be aware of.
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BENNY WAMPLER: Ckay. Thank you.

JI LL HARRI SON: Thank you.

BENNY WAMPLER: Any questions of these gentl enen

from nenmbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Thank you for your tine. |

appreciate it very nuch.
Bl LL KING Sure.
ROB MARTI N Thank you.

Bl LL KI NG d ad to be here.

BENNY WAMPLER: The next item on the agenda, the

Board will consider a petition from Pocahontas Gas
Partnership for nodification of previously pool ed coal bed

met hane unit identified as BUNE 1 and previously pool ed under
docket nunmber GOB-91-11/19-0161. This is |ocated in Buchanan
County. Qur docket nunber today is GOB-91-11/19-0161-01,
continued from August. We’d ask the parties that wish toO
address the Board in this matter to cone forward at this
time, please.

MARK SWARTZ: Mark Swartz on behal f of Pocahont as

Gas Partnershi p.
(Leslie K. Arrington hands out an Exhibit.)

(Unidentified person fromthe audi ence):. Excuse ne.
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VWhat was that docket nunber, again?

BENNY WAMPLER: The docket nunber today is GOB-91-

11/19-0161- 01
(The Board nmenbers wait while Mark Swartz and
Leslie K Arrington are getting organized.)

BENNY WAMPLER: The record will show there are not

others at this tinme, M. Swartz, if you want to proceed,
pl ease.

MARK SWARTZ: Ckay. This is an application to

nmodify a unit that was created back in 1991, and then
actually pooled the unit. It was...the unit was created on
the original docket, but I don’t believe it was pooled. So,
we are trying to change the size and shape of the unit that
was previously...previously created by the Board and then
pool a fairly mnor interest in that unit that we have been
unable to | ease or acquire. The map that M. Arrington just
passed out will kind of focus you on the...Il think on the
change in terns of the change or the shape of unit. The bl ue
line on the map was the original unit. The red outline is
the proposed reconfiguration of the unit. Essentially, it’s
been reconfigurated to follow the actual pattern of mning in
this area. The mne, which at the tine the unit was created,

was nore of an approximation. |t was mne plans as opposed
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to actual mning. If you will look in this area, this
boundary...the blue and red |line here actually butts up
agai nst anot her sealed gob unit so that there is no gap in
terms of royalty or correlative rights paynents. That |ine.
actually one unit abuts the other. The...and essentially,
the configuration at the top, as you can see we'’ve...you
know, we’ve tried to follow configuration of mning. To
the...to the right hand side, there is active m ning over
here. So, there is...there are no new...no previously
created sealed gob units over there. The mne is stil
continuing to mne in that direction. So, that kind of
focuses you in terns of, you know, what is it we are asking
you to do in ternms of changing the shape and size of this
unit; and then the second step is to pool sone outstanding
interests in the unit. |If | could have M. Arrington sworn,
we could start with the testinony.

(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nane, please.

10
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A Leslie K  Arrington.

Q And who do you work for?

A Consol i dati on Coal Conpany.

Q Did you draft the application and the notice

and nost of the exhibits here on this docket itemtoday?
A Yes, | did.
Q kay. Is this a tw fold request, on the
one hand to nodify a previously created seal ed gob unit?
A Yes, it is.
Q And on the other hand to pool sone

out st andi ng unl eased interest in that unit?

A Yes, it is.

Q Ckay. Wio is the applicant?

A Pocahontas Gas Part nershi p.

Q And is Pocahontas Gas Partnership a Virginia

Ceneral Partnership?

A Yes, it is.

Q Are the two partners in that partnership
Conoco, Inc. and Consolidati on Coal Conpany?

A Yes, they...yes, they are.

Q | s Pocahontas Gas Partnership authorized to
do business in Virginia, and does it have a bl anket bond on

file, and is it registered with the DMVE?

11
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Yes, it is.

Q Who is the applicant requesting be appointed
desi gnated operator, if the unit is pool ed?

A Pocahont as Gas Part nershi p.

Q Have. .. have...does the Notice and
exhibit...and exhibits set forth the nanes of all owners and
claimants within this proposed seal ed gob unit area?

A Yes, it does.

Q And have we given Notice to people that we
have | eases with?

A Yes, we have.

Q And that...wuld that be because nobst of our
| eases do not allow the voluntary creation of the unit of
this size?

A That’s correct.

So, we’ve given notice to our lessors in the
event they want to conplain, they could be here today to
partici pate?

A That’s correct.

Q And we’ve also given Notice to folks that we
do not have | eases wth?

A That’s correct.

Q This matter was set on last month’s docket?

12
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Yes, it was.

That’s correct.

What was the probl en?

> O > O >

person in...within the unit.

Q One conpany?
A That’s correct.
Q And have you filed with the Board this

nmorni ng a proof of notice?

A Yes, | have.

Q And is that a Fed Ex statenent?

A Yes, it is.

Q I ndi cating that Consol, Inc. shipped a Fed

Ex package to Pepsico of Norton, Inc. on the 13th of August,

19987

A. Yes, it does.

Q And that is was signed for by S. Flem ng at

Pepsico’s address on August 14th, 19987

A. That is correct, it does.

Q Ckay. The respondents are, | take it,

listed in the revised exhi bits?

A Yes, they are.

13

And we had to nove for a conti nuance?

We had not given notice to one app...one



Q

Okay. And the folks that you are seeking to

pool would be listed in revised exhibit B-3?

o > O »F

That’s correct.
And the lessors are listed in exhibit D?
That’s correct, they are.

Ckay. And then the conflicting clains are

listed in exhibit...revised Exhibit E?

di li gence?

> O >

Q

o > O » O »

Correct.

Do you wi sh to add any respondents today?
No.

Do you wish to dism ss any?

None.

Have you filed your affidavit of due

Yes, we have.
And that’s behind...what, tab eight?
Exhi bit nunber eight.

And have you filed proof of publication by

mai | i ng i ndependent of this Fed Ex recipient for Pepsico as

wel | ?

That is correct.
And t hat woul d be behi nd ni ne?

Exhi bit nunber nine, yes.

14
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Q Ckay. And that contains a list of when the
mai | was sent and the status of---7?

A That...that’s correct.

Q kay. And then behind that are the return
recei pt cards?

A That’s correct.

Was this Notice of Hearing published?

A Yes, it was.

Q When?

A In the Bluefield Daily Tel egraph on July
23rd, 1998.

Q Have you filed any certification or proof of

publ i cation?

A Yes, again, at exhibit nunber nine.

Q Ckay. The very tail end of pages in exhibit
nunber nine is a copy of the publication fromthe paper and
the newspaper certification with regard to publication?

A That’s correct, 1t 1is.

Q If you |l ook at revised exhibit A page two,
which is in the gray book behind tab two. Does that set
forth the interest of the applicant and the interest of folks
t hat have not | eased?

A That’s correct, i1t does.

15
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Q
this point?

A

What is the interest of the applicant at

We control 100 percent of the coal for

coal bed net hane and 99. 34082 percent of the oil and gas

owner s.

Q
oil and gas?

A

Q

A

Q
pool today?

A

Q
Gakwood units in

A

Q
to be created is
Gakwood |1 rules

A
Q

Ckay. Wiat is the outstanding interest in

0. 65918 percent.
So, less than three quarters of one percent?
That’s correct.

And is that the interest you are seeking to

Yes, it is.

Ckay. Does the exhibit AA-1 al so show the
little green |ines?

Yes, it does.

Ckay. And the reason that this unit needs
that neither of the OGakwood | nor the
woul d apply to seal ed gob production?
That’s correct, they do not.

But it does show this proposed nodified unit

inrelation to other units in the GCakwood Fi el d?

A

Yes, it does.

16
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Q kay. Wth regard to the area that you are

seeking to pool, is it all seans belowthe Tiller?
A Yes, it is.
Q And then the area would be...in the other

di mensi on woul d be the area outlined in red on exhibit AA-1?

A That’s correct.

Q How many acres does that...this unit contain
as reconfigured?

A One thousand four hundred ei ghty-three point
si x seven (1,483.67) acres.

Q Wth regard to the majority of the folks in
this unit that you have obtained | eases from could you
report to the Board what your |ease terns have been?

A In general, it’s a one-eighth royalty, a
dollar per acre with a five year term

Q And that...and the dollar an acre rental is
payabl e until when?

A Until production comrences.

Q Ckay. Are the...does exhibit AA-1 show all
of the holes within the unit that could theoretically be used
to produce coal bed net hane?

A Yes...yes, it does. Several of those holes

at this...to date now have been pl ugged.

17
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Q How many wells do you propose to nake
avai l abl e for production out of the |arge nunber of hol es
avai | abl e?

A Fourt een.

Q Ckay. And have you captured those costs in

any exhibit?

A Yes, in exhibit C

Q As part of the original application?

A Yes.

Q Ckay. And that is a...is that an average

cost per well of the fourteen wells?

A Yes, it is.
Q And what is the average cost?
A The average cost is a hundred ei ghty-seven

t housand four hundred and thirty-six dollars and seventy
cents ($187,436.70) to a total...an average depth of eighteen
hundred and fifty (1, 850)feet.

Q And then the cost that you are seeking to
allocate to produce this unit would be fourteen wells tines
t hat average nunber?

A Yes.

Q So, froma participation standpoint that

woul d be the nunber that would be in play?

18
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A
Q
ongoi ng. . .
A
Q
M ne?
A
Q
assune, seals in
A
Q

East ?

BENNY WAMPLER: Are al

Yes, it would be.

To the right of the map,

Yes, there is.

Ckay. And this is the
Yes, it is.

So, immediately to the
pl ace?

Yes, there is.

And imedi ately to the

Uh- huh. Yes.

is there an

is there ongoing active m ning?

One

Buchanan Nunber

...there nust be, |

...would it be to the

There is active ongoi ng m nes?

Yes, it is.

permtted?

A

Yes, they are.

fourteen of those wells

BENNY WAMPLER: You are nodifying the origina

application by adding the additional

A
Q

tab five---?2

Yes.

In the revised exhibit

19

wel | s?

B-3, which is behind
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A Yes.

Q ---have you listed the...or set forth the
interest in the unit of the parties that are being pool ed, or
we are seeking to pool ?

A Yes, | have.

Q And there are understanding interests in
three of the tracts?

A Yes.

Q And two of those outstanding interests are
t he Commonweal th of Virginia?

A That’s correct, 1t 1is.

Q Was that the result of condemnati on of

roadways where they’ve got fee rather than surface, or do you

know?
A Right off, I don’t know.
Q kay. Usually it’s roads.
A Yes. It is a highway.
Q Ckay. Now, with regard to...and those
fol ks, their actual percentage interests is in the far right

hand col um?

A That’s correct, 1t 1is.
Q And fromthe stand point of what their

royalty allocation would be, that would be the figure

20
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that...percentage that woul d be used?

A Yes, it would be.

Q And with regard to any participation option
that they mght want to elect, or a carried interest option
that they mght want to elect, that would be the percentage
that woul d be applied?

A That’s correct.

Q s it your opinion that this unit is a
reasonabl e proposal to devel op the coal bed net hane gas from
this seal ed gob area?

A Yes, it is.

Q And does it nake an effort to protect
correlative rights of adjacent |ands and owners of royalty
interests on those | ands?

A Yes, it does.

Q And in general, could you tell the Board
what you have tried to do in redesigning the unit?

A Yes, we generally followed the boundary of
the mne with the exception of...at tines, we did try to
match up to the eighty acre unit lines anytinme that we coul d
possi bly do that.

Q Are you requesting that the order in this

i nstance be retroactive to a date?

21
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A Yes, June 30th, 1998.

Q kay. And was that the date on which all of
the seals were conpl et ed?

A Yes, it was.

Q And have you been maintaini ng production
records since that date on a basis that would all ow you to
al l ocate production back to that date on a retroactive basis?

A Yes, we have.

Q That’s all I have.

BENNY WAMPLER: Were all of the wells permtted as

of that date?
A Yes, they were.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

SANDRA RI GGS: Has production been...royalties been

going into escrow since June, based on the old configuration?
A No, we suspended that production paynents to
match up to this June 30th date.

SANDRA RI GGS: Okay. So, there wouldn’t have to be

any sorting out?
A No, no.
SANDRA RI GGS: Probably, with respect to the escrow

agent, if we are going to reconfigure the unit, there would

22
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be a new account established as of that date.

MARK SWARTZ: Well, we’ve been producing active gob.

CLAUDE MORGAN: There have been no paynents under

the original sealed gob unit.

MARK SWARTZ: So, there was...the escrow agent

shoul d not be hol ding any funds pertaining to this seal ed gob
unit, correct?

CLAUDE MORGAN: Ri ght.  Uh- huh.

MARK SWARTZ: Ckay. So, from an accounti ng

standpoint, your first question is, yeah, they’ve dealt with
that issue, but froman escrow standpoint, there may be funds
in escrow, but they would not pertain to this unit. They
woul d pertain to active gob production allocated on a
conpletely different basis.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: Tel |l ne agai n about your south

configuration here.

A We actually just matched...tried to nmatch up
agai nst what we already had units forned to is what we are
doing there, and then that’s the other jagged portion of the
line that you are referring to, | believe.

BENNY WAMPLER: Ri ght .

A. That’s where the seals are.

23



BENNY WAMPLER: Ckay. O her questions of this

W t ness?
(No audi bl e response.)

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Anyt hing further?

MARK SWARTZ: No.

BENNY WAMPLER: Do | have a notion?

(Tom Ful mer confers with Sandra Riggs privately.)

BENNY WAMPLER. M. Ful ner, do you have a question

or anything before we do this?

SANDRA RI GGS: The question dealt with the charging

of the wells off of the original pooling. Wat you are
saying is for new parties that are being pool ed, they never
were given an opportunity to participate? So, the allocation
of the costs only applies to the newly pool ed parties.

BENNY WAMPLER: That’s correct.

SANDRA RIGGS: It has not being charged back to the

peopl e who were originally pool ed?

MARK SWARTZ: It’s a completely new unit, I guess,

is the---.

SANDRA RI GGS: That’s why I wondered if there didn’t

need to be a new escrow account. But you are saying there is

no...there is no overlap of funds, so that’s not necessary.

24
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MARK SWARTZ: Well, there’s going...well, there’s

going to need to be an escrow account because there’s an

exhibit E---.

A. Yeabh.

MARK SWARTZ: ---because we’ve got some

conflicting---.

for.

SANDRA RI GGS: Conflicting clains.

MARK SWARTZ: ---clains that we need to escrowed

SANDRA RI GGS: Ri ght.

MARK SWARTZ: But it would be essentially noney into

a cl ean new account because it’s a completely different---.

a notion?

SANDRA RI GGS: Wl | ---.

BENNY WAMPLER: Based on this.

MARK SWARTZ: ---unit.

SANDRA RI GGS: Okay. That’s what I thought.

BENNY WAMPLER: Ri ght .

SANDRA RIGGS: Al right.

BENNY WAMPLER: Ckay. Anything further? Do | have

(No audi bl e response.)

BILL HARRIS: M. Chairman, | nove for approval of

t he request.
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BENNY WAMPLER: | have a notion to approve. Second?

RI CHARD G LLI AM (Indicates that he seconds the

notion.)
BENNY WAMPLER: Okay. Any further discussion?
(No audi bl e response.)
BENNY WAMPLER: All in favor, signify by saying yes.
(Al'l menbers indicate in the affirmative.)
BENNY WAMPLER: QOpposed say no.
(No audi bl e response.)
BENNY WAMPLER: You have approval. Thank you.
MARK SWARTZ: Thank you.
BENNY WAMPLER: The next item on the agenda, the
Board on its own notion will consider further hearings on

unit NELWLO, NELW, SLWs, SLW/, SLWs, SLWB and Unit R-25, for
anendi ng suppl enental orders and di sbursenent of funds. W
wll call you back in a mnute. You get a chance to nove
around a little.

MARK SWARTZ: | figured.

BENNY WAMPLER: Good nor ni ng.

JI LL HARRI SON: Good nor ni ng.

BENNY WAMPLER. How are you today?

JILL HARRISON: I'm fine. How are you?

BENNY WAMPLER: Doi ng fine. Thank you.
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JI LL HARRI SON: Good.

BENNY WAMPLER: The fl oor is yours.

JILL HARRI SON: Well, since this was on the Board’s
nmotion, | thought you would be the one doing the tal king, M.
Wanpl er. But basically, we were provided with Mss
Riggs...wth a copy of the accounting filed by the operator.
Qur tinme, under our order, to file an objection or a
response did not run until today, but | wanted to have the
letter that’s been provided to you in your hands. So, we

filed it yesterday afternoon and basically what | did was go
through the information in the accountings. | pulled out
according to those accountings, the dollar figures that were
allocated to the tracts and the units in which Hugh

McRae/ Garden Reality and...| nmean, Hugh McRae Land Trust and

Garden Reality Corporation formerly had conflicting interest,

but no longer do, under their contractual agreement. I've
indicated in the letter that if those are the anpunts that
have been paid and they’ve been allocated to our estate

then...l nean, to our interest in the account, then we woul d
i ke the money that’s attributable to our interest in the
accounts.

BENNY WAMPLER: | guess, you know, when this al

began, it was represented to the Board that we had an
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agreenent anong all parties for an anount to be disbursed and
the Board has, | think, continued this today to all ow sone of
that to occur and, | guess, what we need, | think, are al

the parties represented here and do the parties represent to
the Board that they have an agreenent of all of the funds for
di sbur senent ?

JILL HARRI SON: Well, | can represent to you today

that | represent Hugh McRae Land Trust and Garden Reality
Corporation. They are the two contractual parties that are
requi red under the statute to reach an agreenent, and after
that agreenent is reached, under the statute, there is a
mandatory command to the Board to disburse the funds. So,
yes, | amsaying that if the operator has said those are our
funds, then yes, we want the funds paid out under our
contractual agreenent. | know that M. Swartz represents the
operator and had filed the accountings on behalf of the
operator with Mss R ggs.

MARK SWARTZ: | think we are getting a little bit of

reinventing history here. You know, the reason this has

taken forever, in addition to the fact that sonetines nyself
and ny clients would agree is slow, is that in the beginning
Garden Reality and Hugh McRae, on their petitions, indicated

that they were not in agreenent with our nunbers or woul d not
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sign off on our nunmbers. So, that caused us to enbark on a
| engt hy production of royalty check detail, boxes of records,
whi ch, of course, were too volum nous. Nobody wanted to
spend any tine with those. So, then ultimately, a summary on
a per tract basis, interns of trying to provide a |evel of
information to Garden Reality, to Hugh McRae Land Trust, to
their counsel to...you know, whatever experts they m ght want
to enploy, to look at that information and represent to the
Board that they were satisfied that the accounting was
conplete, or that there were problens with the accounting in
ternms of the anpbunt of noney deposited on a per tract basis.
And if there were problens, they needed to step up to the
plate and identify those problens so that the Board, before
it entered an order, could address them and that the parties
coul d address them

M. Siegel who is a trustee of...for Hugh MRae
Land Trust called me last week, I’'ve talked to him
i nfrequently, but on several occasion in the past, about this
process. | had discussion with himalong the |ines of what I
am suggesting to the Board this norning is that the folks
here involved in this really need to agree that the nunbers
are right. I don’t...I don’t think...I would not want to be

in a position where the Board pays out noney w thout sone
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representation by the people receiving it that they are
satisfied they are getting the right anount, because if we
are going to have an argument or a fight, let’s have it now
and let’s address any legitimate concerns completely that the
fol ks who want to receive the noney m ght have. You know,
and ny clients have spent a lot of tinme and effort, | spent a
fair anmount of tinme with them trying to cone back to the
Board with the information that | submtted to M. Wanpl er
and I'm sure has found its way to the Board on August 12th,
you know, and if there are legitinmate concerns or questions
or problems, you know, let’s deal with them. If not, I would
certainly...if M. Arrington has filed an affidavit al ong
wth these materials and | did as well, encouragi ng the Board
to require the applicants here to sign off on the nunbers, or
to complain about them in some specific way. So, that’s...I
mean, I think that’s sort of what started this adventure way
back when, and we all thought we had an agreenent, and then
we started having, you know, concerns expressed by the
applicants that they didn’t have an accounting. They didn’t
have the information that they could nake a judgnents as to
whet her or not they were getting an appropriate anount of
money. So, we cone all this distance and now we are stil

being told well, we are not going to sign off on anything.
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We will take the money, but you pay us at your risk. It’s
kind of what | am hearing and, you know, if there are really
problems here, let’s talk about them.

BENNY WAMPLER: M ss Harri son

JILL HARRI SON: T don’t necessarily agree with M.

Swartz’s characterization of the history, but I don’t think
that’s relevant at this point for the Board for us to rehash
that. What we were initially provided with was a one |ine
that said this is how nuch we have deposited. Cbviously,
it’s just like any checking account, you want to know what
was deposited, when it was deposited, how that information
was cal culated. Well, Mss R ggs was provided with this
stack of information, which went to M. Millins, which | have
now acqui red and have gone through. It has an accounti ng
that is basically a royalty statenent. There is information
in here about "val ue deductions", anmounts that are taken from
the price of the gas. Oobviously, Garden Reality and Hugh
McRae are not in a position to know what constitutes “value
deductions” or how those calculations were made.
Consequently, what they have had to do is rely on the
information provided in these reports. There is a fiduciary
rel ati onshi p between the operator and the | essors. So, at

some point you have to trust the numbers that you’ve been
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given. Well, in this particular situation, for these
instances, that’s what we have done. And I believe that my
letter states, you know, if they say these are the dollars

that are in there, this is what we want to be paid.

Now, there is ongoing litigation between the
operator and | know that Hugh McRae Land Trust is a party to
that. Garden Reality Corporation is not at this point. That
has to deal with costs taken out, but that’s an entirely
separate issue. That litigation is not a part of what is
going on here today. Now, | believe...and | talked to M.
Siegel also after he talked to M. Swartz. It was his
understandi ng after talking to M. Swartz that what we had to
say basically was a confirmation, if you have deposited these
nmoni es to our account, then you agree that they are there and
we want them; and that’s what we’ve done based on Mr.
Siegel’s understanding of his conversation with Mr. Swartz.

They are...it appears to ne that statute is very
specific when it says that when the parties have reached an
agreenent, that they are to pay the funds out. W have cone
before the Board. W have had our contractual agreenent. W
have put the evidence on. Now, we are at the point where the

operator has graciously provided to us information on which
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we can make sone type of educative decision. W have done
that and said if the operator says these funds are ours,
based on these forns, then we would |i ke our noney. It has
been well over a year since we initially cane to the Board
with the very first application to ask for the funds to be
paid and Garden Reality Corporation and Hugh McRae Land Trust
are not corporate entities |ike Wal-Mart or sonme other profit
maki ng corporations. They are conpanies or entities which
have fam |y nenbers. These are people who are not getting
the money that is rightfully theirs. So, I guess, I'm a
little concerned about what M. Swartz says about stepping up
to the plate, or as we say back hone, bellying up to the bar,
but we don’t have any complaint today about the numbers that
they say are in that account that belong to us. If they say

that’s the amount that’s in there that belongs to us, then we

wll agree with that and we would |i ke our noney.
RICHARD G LLIAM So, this is nore a dispute of not
t he anobunt of gas, but how the pricing was derived?

JILL HARRI SON: Not today. Not today. That is an

entirely separate litigation which does not at this point
i nvol ve Garden Reality Corporation

RI CHARD G LLI AM That ’s your position, that that’s

not really the Board’s---7?
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JILL HARRI SON: That’s---.

RI CHARD G LLI AM - --Dbusi ness because you have net

the statute, you have an agreenent, so you want us to rel ease
that? This other issue is between the gas conpany and
your - - -,

JILL HARRI SON: One of my client’s today.

RICHARD G LLIAM  ---client’s.

MAX LEW S: The operator.
JILL HARRISON: It is in litigationin a Grcuit

Court which has the jurisdiction to decide that matter. And
if they decide that the operator was correct in what they
did, then Hugh McRae and the other people will not receive
another dinme. But they will be the ones nmaking that
deci si on.

BENNY WAMPLER: | guess the issue for the Board... of

course, we...as you know, we have continued this. We’ve done
alot of things trying to facilitate after it was represented
there was an agreement and then issues came up, we’ve tried
to facilitate that. But in 45 1-361.22 A5 it says, "The
Board shall order paynent of principal and accrued interests
fromthe escrow account to all persons legally entitled there
to pursuant to the provisions of Section 45.1-361.21 and the

order of the Board. Such order shall be issued within thirty
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days of receipt of," and | enphasize, "notification of the
final legal determination of entitlenment there to or upon
agreenent with all claimants.” So, the Board needs, | think,
an affirmati ve agreenent of all claimants before the Board
can order this---.

SANDRA RIGGS: As to entitl enent.

MAX LEW S: This paynent.
BENNY WAMPLER: ---as to entitl enent.

JILL HARRI SON: And why...why don’t you think you

have that, if Hugh McRae and Garden Reality---7?
BENNY WAMPLER. W appear to have a dispute.

JILL HARRI SON: They are not a clai mant.

RICHARD G LLIAM They are the clai mants.

BENNY WAMPLER: | understand t hat.

JILL HARRI SON: W are the cl ai mants.

RI CHARD G LLIAM He is not a clai nant.

JILL HARRI SON: Hugh McRae and Garden Reality are

the claimants. It does not say clai mant and operator. An
operator is a defined term

BENNY WAMPLER: No, | understand that.

JILL HARRI SON: So, I guess, that’s where I'm---.

BENNY WAMPLER: The issue | amraising...you are

asking in your letter that the Board, as a part of its
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findings, confirmthat all deposits made by the operator were
made in accordance with the tinely deposit requirenents of

all applicable force pool orders and things |ike that.
You’re...you know, to me...I'm just being very blunt about
it, you are dragging the Board in to sonething that is your
busi ness to work out with the operator.

JILL HARRI SON: | may m sunderstand this, but M.

Wampler, aren’t the pooling orders directed by the Board?
Wul d that not be your jurisdiction to confirmthat they have
been fol | owed?

BENNY WAMPLER: The pooling orders are. The pooling

orders are our jurisdiction.

JILL HARRISON:. Well, if deposits are supposed to

made under those orders, would that not be the authority of
the Board to confirn®

BENNY WAMPLER: No, not to verify and confirmthat

you are satisfied with those deposits. That’s not---.

JILL HARRI SON: No, I’'m not saying dissatisfy. I’'m

just...l nmean, the only thing I want to nake sure---.

BENNY WAMPLER. O that you are in agreenent with

t hem

JI LL HARRI SON: ---is that the orders have been

followed. |If you determ ne that the orders have been
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fol |l owed, we have absolutely no conpl aint.

SANDRA RI GGS: Are you alleging that the orders have

not been foll owed?

JILL HARRISON: |...1 do not know that, Mss Riggs,

so | can not---.

BENNY WAMPLER: She i s saying the Board shoul d

determ ne that before---.

SANDRA Rl GGS: Based on what evi dence?

BENNY WAMPLER: Ri ght .

JILL HARRI SON. Well, | understand you have been

given this, also. | nean, you gave---.

BENNY WAMPLER: That’s not our job.

JILL HARRISON. ---this to M. Millins and passed

it on and you have been through this?

SANDRA RI GGS: | haven’t been through it. I pulled

them and copi ed them and passed themon. | have not been
t hrough them No.
JILL HARRI SON: Uh- huh. Well, then how does...

guess, | should ask this for ny own education, how does the

Board confirmthat operators generally are making deposits to
the appropriate escrow account in accordance with the pooling
orders that have been entered? How is that governed nornally

in the process of how the business is conducted, because that
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may answer the question of how it’s confirned?

SANDRA RI GGS: The escrow agent delivers a report

monthly as to what deposits are put into the account.

JILL HARRI SON: And then does soneone---7?

SANDRA RI GGS: And there was a copy of that

distributed earlier by the escrow agent this norning.

JILL HARRI SON: And then does soneone fromthe

Board, or whoever is responsible for it, take the report and
confirm that under force pooling order for, let’s just take
unit South Longwall Five, that this anpbunt was deposited
quarterly as required by the order? Does soneone fromthe
Board, or under authority by the Board, confirmthat the
operator’s actually making that deposit based upon the report
it receives?

BENNY WAMPLER. We have an auditor that is currently

reviewing the informati on and the Board does not have that
report fromthe auditor. It is an independent auditor.

JILL HARRI SON: So, that’s not something that is

done generally on a---.

BENNY WAMPLER: It is not done routinely at all, no.

I mean, typically you’ve got two methods of disbursal; one,
where the Court orders based upon the parties going to Court

and deciding who owns it; and the other is the agreenent of
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the parties. Wen we...when it cones it us as a Board and
says, you know, we need you to disburse. W need one of

t hose issues. | understand you are saying, well, Hugh MRae
and Garden Reality are in agreenent. But it appears that
there are these caveats to it that when the Board orders

di sbursenent that, you know, we need agreenent as to dollars
and interest, the total funds.

JILL HARRI SON: Well, interest, | cannot tell you,

and I don’t believe that Miss Riggs could either, or anyone
el se, because from our discussion, we knew that was going to
be a problemand what we...what | anticipate requesting is
that the Board at |east order the disbursal of the principal
and if there is a question as to the interest, because of
when deposits were made, or if the bank...and | understood
that they were going...that a discussion was going to be held
this norning about how interest could be cal cul ated, possibly
on a wei ghted average so that would renove the necessity of
figuring out when each and every deposit was nmade, but that
was not discussed this morning. I don’t see that as a reason
for withholding the payment of the principal if that’s

sonething that can be calculated at a | ater date.

MARK SWARTZ: | guess, if | could just nmake
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three...and I won’t even argue, I’11 just make three
observations. Qur request was sinply that the people wanting
the noney out indicate that they either agree the deposits
that we have represented to have been nmade were nade or not
made, not that we cal cul ated the nunber right, not that the
royalty deductions were...nothing like that. Sinply that on
the dates that we have represented, or the total anount per
tract that we have represented, we paid to the escrow agent,
we woul d |ike sonme response that we agree you nade those
deposits. That’s one, that’s just...that’s all. That we
wote a check and it went to the escrow agent and if you
total themup, this is what it is. Two, the escrow agent
needs to...and neither one of us have any control over this,
but the escrow agent needs to be told what principal we think
is comng out and needs to allocate costs because, | nean, he
has fee...they have fees and interests and cone up wth sone
ot her nunber and | think that nunber exposes the Board to
conpl aints from peopl e whose noney is not com ng out of
escrow, that you sonehow di sproportionately distributed

i ncone or msallocated expenses. So, | think you need to
have that on a hearing docket, give public notice |like you do
with regard to everything el se, that you are going to

consider a partial distribution out of these various
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accounts. I mean, it’s just kind of what I contemplated
here, so that you give notice to other people in that, you
know, who have clains to that, to have an opportunity to cone
in and test whether or not the allocation process seens to
make sense or seems to be a fair way to allocate. So, that’s
point two. Point three is, we didn’t force pool these
people. W have |leases with them and the reason they are
suing us in Federal Court is because they don’t like the way
we are adm nistering our |eases. You have jurisdiction over
the fact that the orders allowed us to escrow conflicting
clains arising between | essees of ours because this is a
Buchanan Production issue. But it’s not, you know,
jurisdiction because you force pool ed these people. | nean,
I'm not sure that it is a huge distinction, but we do have

| eases with these folks. And those are just the three points
that I woul d nmake.

Wth regard to the process that we tal ked about at
the last neeting in terns of having a commttee, having sone
i nput, getting sone consensus, if we can, to bring to the
Board in terms of a way to do this. You know, I'm not
suggesting these folks need to wait for that, but I think
that the couple of issues that | have rai sed need to happen

before the Board, | would think, would feel confortable
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di sbursi ng funds.

JILL HARRISON: |If | nay say, we will...we agree to

nunber one, except on the North East Longwall Ten because
there i s such an obvi ous di screpancy between what the
operat or says they deposited and what the bank has.
don’t...I don’t want to make that an issue at all. So, we
woul d agree...if the operator says we deposited this, fine.
W will agree to that.

MARK SWARTZ: And we will get to the bottom of that.

I mean, if that’s the only question, we will figure...I
mean, we think we sent the noney back and we will get to the
bottom of that.

JI LL HARRI SON: Yeah. Yeabh. It should...l think

it’s probably just an accounting mix up somewhere along the
l[ine. On the nunber two issue about the fees, fromwhat |
have seen and have been provi ded, the bank takes their fees
off on a nonthly basis. So, the fee should be current.
mean, that’s not something that’s going to take a long time
to calculate or take care of. Ch, and as far as the notice
that M. Swartz is tal king about, | believe the Board has
done that because you are basically required to before you
can take action. Publication has to go out and what was

included in the public, and M. Ful ner probably can answer
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nmore to this in the publication, was that these units would
be consi dered for anendi ng suppl enental orders and

di sbursenent of funds. So, notice was given in accordance
with the regul ations that you abi de under

SANDRA RIGGS: Well, | think what he is saying is

that there’s been no notice given as to the process that will
be used to allocate interest, which could affect other
menbers within the unit.

JILL HARRISON: Al right. Well, then if

that’s...if that’s a problem, then we would wait---.

SANDRA RI GGS: I think that’s what I heard.

JILL HARRISON: ---on the paynent of interest, if

we coul d have our principal. | nean, we are talking five
hundred and thirty-three thousand dollars ($533, 000).

MARK SWARTZ: I mean, I don’t have a problem with

paying out the principal if they agree on the nunbers, and it
sounds |ike except for the one m stake that they have
identified that seems to be someone’s mistake that we can get
to the bottomof, they are in agreenent that the deposits
were made. I don’t have a problem with that based on that
representation. But | think we need to get the escrow agent
in here to give us these additional nunbers and have sone

process to air that cal cul ation
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SANDRA RI GGS: Well, part of the original concept

was that if we knew the date of deposits, that the escrow
agent could calculate fromthe date of deposit what the
interest was. The accounting that we received did not

item ze date of deposits. So, we have no tinme line for the
cal cul ation of interest.

MARK SWARTZ: Well, the---.

SANDRA RIGGS: Well, you are having a parti al

di sbursenent...the whole unit is not being disbursed. Just
certain tracts within the unit. These accounts are set up on
a unit by unit basis. W are not disbursing all the noney
within the account. W are only disbursing certain tracts
within the account, which neans you have to pro-rate the
interest that accrued on that account back to those deposits
and what we do not have is the date of deposits to pro-
rate...to do that pro-ration, if you are going to do it based
on an actual cal cul ation.

MARK SWARTZ: Well, you’ve got...you’ve got it in

the box. Okay. But is huge...no, but it’s a huge job and I
think a reasonable way to deal with that is a weighted
average, which...you know, Jill was tal king about. But |
think if you are going to inplenent sone...in conjunction

Wi th your escrow agent, sone reasonable econom cal way to
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al l ocate costs and expenses, | think you need to tell people
in advance that it’s something that you are considering and
this is...this are your options and kind of inplenent
sonething to do that. But, | nean, the conplaint | had from
Mr. Siegel is, I don’t want to dig through a huge box of
docunent s because he was saying, I don’t have anything I can
make this judgment. I said, yeah, you do, but you don’t want
to sit in aroomfor a week with check stubs covering six
years, conparing themto a total. But, | nean, if you are
going to calculate interest that way, the docunents are there
to do it, it’s just, is it really efficient given the
interest rates that we are experiencing on that account, to
really do it that way? It probably isn’t.

JILL HARRISON. And | agree with M. Swartz on that.

| mean, | went through just two units over the weekend. The
information that you gave ne, the stack of docunents that he
has nentioned, and | was able to pull together when deposits
were nmade based on the transcript description provided by the
bank and then conpare to the accounting---.

MARK SWARTZ: Ri ght .

JI LL HARRI SON: ---statenents. | mean, | could do

it. But as M. Swartz indicates, it would take sonme tine.

mean, | could tell you that on August 25th, 1992, one
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t housand two hundred seventeen dollars and ni neteen cents
(%1, 217.19) was deposited to the Northeast Longwall N ne
unit. | mean, | could go through the rest of the unit and
tell you when the deposits were nade, but | agree with M.
Swartz on that account, that if it would nean ny clients
getting the money a couple of months earlier, I'm all for the
wei ght ed aver age.

SANDRA RI GGS: But that affects everybody, not just

your clients, that’s the point...

JILL HARRI SON:. Well, | understand that conpletely.

SANDRA RIGGS: ... O having to go through a hearing

on that issue.

JILL HARRI SON: But again, if we can have the

principal, we are nore than willing to wait on the
cal cul ati on and determ nation on the interest.

SANDRA RIGGS: Well, | guess it conmes down to

whet her or not there is an agreenent on entitlenment when you
only have partial agreenent, you know, whether the
Board. .. how nany tinmes the Board wants to revisit this and
try to make this disbursenent. |If we could take a nonents
break. | would |like to talk with M. Zorn for a second.
Could I do that, please?

BENNY WAMPLER: Sur e.
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SANDRA RI GGS: Do you m nd?

BENNY WAMPLER: W will take a five m nute break.

(Break.)
BENNY WAMPLER: Ckay. W are back in session,

fol ks. Qobviously, the Board has no reason to w thhold
any...any funds that it can disburse. | think
everyone. .. hopefully everyone knows that. Wat we are trying
to make certain of is, whatever the Board does here is
sonething that will be legally supported. This is a
precedent we are setting in anything we do here and we are
trying to be very cautious about that to nake certain that

all parties that are involved in any unit, any tract even,

are treated fairly and appropriately by the code. A key term

in here is "entitlenment". \What does that nean? |Is
that...can that be...is that just principal or is that in
fact, principal and interest? I guess, that’s something that

we often ook to the attorneys to say how does the
Commonweal th interpret entitlenment, or has it been
interpreted. Sandy, I don’t know if you want to venture into
t hat arena.

SANDRA RI GGS: Well, we hashed this over quite a bit

and | think "entitlenent” neans total claimof the escrow

account and that neans principal and interest.
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MAX LEW S: Unh-huh. Right.

SANDRA RI GGS: What we are getting into here is a

partial disbursenent of a partial disbursenent of an account
and the problemthat it leads tois, if you are going to pul
the principal out wthout a nethod in place for cal culating
the interest and allocating it back, it further conplicates
the problem. So, from the Commonwealth’s point of view
"entitlenent" neans total claimto the escrowed deposit and
that includes both the elenents of principal and interest.

JILL HARRI SON: | just have a question. They way |

read the statute, it’s an either/or. "You would receive
notification of the final |egal determ nation of entitlenent
thereto, or upon agreenent of all claimants---." So, if we
have an agreenent of all claimnts---.

SANDRA RIGGS: As to entitl enent.

JILL HARRI SON: That’s not what the statute says.

SANDRA RI GGS: Well, then what is the agreenent as

toif it is not entitlenent, Jill?

JILL HARRISON: |...we agree with the---.

SANDRA RI GGS: To what ?

JILL HARRI SON: I'm going to tell you, Miss Riggs.

SANDRA RI GGS: Ckay.

JILL HARRI SON: W agree that based upon the
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information that the operator has provided, they have put
those funds in there, except for the Northeast Longwall Ten,
which we will figure out, I'm sure, as an accounting problem.
So, the two claimants that are entitled to those funds are
Hugh McRae and Garden Reality. W agree that those funds are
ours. W also agree to defer the paynent of interest, if we
can have our principal now, so that the Board can take as
much time as it would like to determine how it’s going to do
the interest, whether it is on a weighted average, or if
soneone is going to have to go through here and figure out
when all the deposits were made. Now, that’s an agreement
between the claimants. Now, if the funds are taken out, they
are taken out and the interest can be calculated in the sane
way it would have been on a weighted average, if that’s what
you decide, as it would if it were there.

SANDRA RI GGS: No, because you still have princi pal

remaining in there belonging to other people that’s---.

JILL HARRI SON: | understand that.

SANDRA RI GGS: ---accruing interest where the

principal that’s applicable to your client is not in there
and that’s all commingled.

JILL HARRI SON: | understand that. How i s that

different fromthe situation---?
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SANDRA RI GGS: Because you can’t do it weighted

average any nore once you do that.

JILL HARRI SON: Well, howis that different fromthe

situation where initially not everything attributable to
these two conflicting interests was not deposited, and it
wasn’t deposited until, say, two years after initial deposits
were made into this account? So, if those funds...this big
chunk of funds didn’t come in till two year later, how is
that different fromtaking that big chunk of funds out? You
are going to have to do the sane cal cul ation that you woul d
t hroughout the tine period. Well---.

SANDRA RI GGS: And until the escrow agent is able to

tell us what that means in terms of their accounting, I don’t
know how that’s different.

JILL HARRI SON: Why didn’t we ask them this morning

whil e they were here?

BENNY WAMPLER: Wasn’t subject to the hearing.

SANDRA RI GGS: Hasn’t been noticed for hearing.

JILL HARRI SON: How. ..what tinme period does the

Board envision that this process is going to take?

SANDRA RIGGS: Jill, today is the first day...the

first day that there has been an agreenent even as to the

principal portion of the entitlenent.
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JILL HARRI SON: M ss Riggs, you and | talked

possi bly three weeks ago and | told you then on the phone
that | did not envision and |---.

SANDRA RI GGS: Envi si on.

JILL HARRI SON:  ---was ninety-nine point nine

percent sure---.

SANDRA RI GGS: Ri ght.

JILL HARRISON: ---that there would not be any

problemwi th the funds that were said to be deposited by
Consol .

SANDRA RI GGS: And you would wite ne a letter to

that effect, which cane in yesterday.

JILL HARRISON. And | had fifteen days to do it.

SANDRA RI GGS: Wi ch cane in yesterday.

JILL HARRI SON: But as an attorney, if | know that |

have a issue that’s going to come up, I prepare for it. I

| ook at the issue. | study it. | reviewit. | seek counse
where | need it, so I'm prepared to address it. This is how
| ong that we have been coming to the Board asking for the
funds to be di sbursed and each tine we cone there is a new
stunbling block. There is a new hurdle that has to be gone
over. So, all I would like...all I would appreciate is your

t hought s or opinion about how long this process will continue
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to take so that | can go to ny clients, who are here al so and
they can pass it onto their famly nenbers, that this is
what is going to happen. | nean, | would love to give thema
definitive answer. That’s all I would like to know.

BENNY WAMPLER: I don’t think there is a definitive

answer when you don’t have an agreement among all parties as
to the entitlement...to all the principal and interests.

JILL HARRI SON: So, the interest, what we need to

know t hen...okay, what we need to know then to determ ne the
interest, we need to have a neeting with the escrow agent or
have a hearing---7?

SANDRA RI GGS: Well, you said you have the

information to figure it out.

JILL HARRI SON: I'm not...my client is...are family

menbers who should not have to bear the | egal expense of
paying ne to sit down and go through this, when this is
information that, one, should be sonething the escrow agent
can spit out; and two, was subject to Board orders that are
subject to Board enforcenent. So, yes, | have the
information, and | can spend the tine to do it, and if the
Board would like to pay ne to do it, | wll doit. But it is
not fair to ask individuals who are entitled to these funds

to pay for an attorney to do that. That is not equitable and
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that is sonmething that | think the Board as appoi ntees by the
Governor of the Commonweal th of this great State should
realize.

SANDRA RIGGS: Well...and we have been struggling

with that forever.

JILL HARRI SON: | know.

SANDRA RI GGS: Sonebody has to sit down and go

through that and figure it out.

JILL HARRI SON: Wuld the auditors---?

SANDRA RI GGS: And the statute says you’ve got have

agreenent of parties as to entitlenent.

JILL HARRI SON: Then if we...we are agreed on the

principal amounts. Al we have to agree to is interest. |
mean, is that...am|l correct in stating that? W have to
agree to what interest is held in that escrow account, what
portion ny clients are entitled to. |Is that the issue we
have to deci de?

BENNY WAMPLER: Yeah, that is.

JILL HARRISON: Al right. Then, what is the next

step we need to take to determ ne that? Wat shoul d our next
steps be to resolve that issue?

BENNY WAMPLER: Actually, | thought com ng here that

you woul d have that worked out and | thought that the

53



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

oper - - -.

JILL HARRI SON: The interest?

BENNY WAMPLER: | t hought you woul d have because

we'’ve made the escrow agent available. We’ve ordered the
deposit information nmade avail abl e.

JILL HARRI SON: | can contact the escrow agent?

BENNY WAMPLER: We’ve talked with the operator about

responsibilities. You’ve heard Mr. Swartz say his counter
opi nion of that that you know...| know that you can say the
Board should do this and the Board should do that and we are
not shirking, you know, any responsibility at all. W are
just saying the Board does not have detailed regul ation on
disbursal of funds from an escrow account. We’ve talked at
| ast neeting about doing...you know, deciding whether or not
we woul d do that by order or do that by regul ation, sonetine
this year hopefully. But, you know, we don’t have those
detailed regulations. Wat we have is what is in the statute
and you’ve heard the interpretation that that is the
principal and interest.

JILL HARRISON: So, if |I...then | understand from

what you are saying, | can call the escrow agent directly and
| can sit down with themand neet with them and | ook at what

interest---.
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BENNY WAMPLER: As to your funds.

JILL HARRISON: Well...but if | have that authority,

that will cut greatly through everything. | nean, if we...if
we reach an agreenent that, yes, we will use the weighted
average and we are entitled to X nunber of dollars out of

t hat account.

SANDRA RI GGS: No. Jill, you can’t reach an

agreenent that you will use the wei ghted average because that
af fects everybody in your drilling unit.

JILL HARRI SON: Ckay. Then what is the next step we

need to do---?

SANDRA RI GGS: You woul d have to have a consent of

everybody in the drilling unit to use the wei ghted average.

JILL HARRISON: Al right. Then what do |...what do

| need to do? What should be ny next step that | can cone to
you with sonething that will satisfy the Board to nmake sure
that you feel confortable that you are |l egally supported?

SANDRA RIGGS: Well, | think what we were

reconmendi ng was that we would go to the escrow agent and
notice that down for hearing and try to get a recomendati on
as to how they think within their accounting systemthey
could allocate interest. But because it affects everybody in

the drilling unit, not just your clients, that would have to
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be set down for hearing and noticed and be given
public...public airing so that other people have a chance to
comment or object if they have an objection and that’s how

t he Board woul d be protected.

JILL HARRI SON: So, then the third Tuesday in

Cctober this will be on the docket, we should have the escrow
agent here wth a proposal on how the interest should be
det er m ned---7?

BENNY WAMPLER: We haven’t decided that. We could

do t hat.

JILL HARRI SON: Well, | would respectfully request

that, because that would give a month’s time to look at the
informati on and nake a request, |let the escrow agent | ook at
it, reviewit and cone back with a proposal, because if he
can cone back with a proposal, everybody is noticed and the
Board is comfortable with that, that’s all we would need to
know. They apply that calculation to our interest and we
coul d possi bly have our noney by the end of next nonth. So,
what you woul d need to do and what | would request is that
you continue this matter---.

BENNY WAMPLER: Ckay.

JILL HARRISON. ---so that it appears also on the

Cct ober docket and | respectfully request that you notice for
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the escrow agent to cone here with a proposal for the paynent
of the interest.

BENNY WAMPLER: And put all parties on notice that

that’s going to be subject to the hearing, all parties in the
unit.

JILL HARRI SON: And anticipate that we can...

hopefully, the Board will be provided with enough information
to make that decision.

SANDRA RI GGS: Now, as to the principal, though, the

escrow agent can receive this and you all are now, except for
Nor t heast Longwal |l Ten---7?

JILL HARRI SON: And that’s only because of the

di screpancy between---.

BENNY WAMPLER: W under stand t hat.

JILL HARRI SON: Consol says they put this noney in,

we agree that that amount was deposited. But, of course,
that’s not what the bank shows in the escrow account as of
| ast Tuesday.

BENNY WAMPLER: You okay with that?

JILL HARRI SON: Well, no, but if it’s what I’ve got

to go with, it’s what I've got to go with. So---.
MAX LEWS: | would like---.

BENNY WAMPLER: Any objection to continuing with the
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understanding that it will be noticed as we di scussed.
(No audi bl e response.)

BENNY WAMPLER: Ckay. It will be continued. Thank

you. The next itemon the agenda is a petition from Buchanan
County Production Conpany for...Buchanan Producti on Conpany
for pooling of coal bed nethane unit identified as S-35. This
is docket nunber GOB-98-09/15-0681. We’d ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

SH RLEY KEENE: You don’t have room for all of us to

cone forward.

BENNY WAMPLER: Do you have a spokesperson?

MARY JANE KEENE: We all are going to speak.

BENNY WAMPLER: Ckay. W will nake...pull up

chairs. W wll give you an ability to cone forward as we
can seat you. |Is that okay?
(No audi bl e response.)

BENNY WAMPLER: If all of you can’t come forward as

ot hers speak, we can kind of rotate out. |s that acceptable?
(No audi bl e response.)

BENNY WAMPLER: Do you know what I’'m saying? In

ot her words, these people speak and then they can nove back

and the other ones can speak. As long you sit where you can
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hear what’s going on.

SH RLEY KEENE: Is it okay if we tape this?

BENNY WAMPLER: That’s fine.

SHI RLEY KEENE: Our attorney can’t be with us today.

So, we have to---.

BENNY WAMPLER: I’'m sorry.

SHI RLEY KEENE: CQur attorney cannot be with us

today. So, we have to take care of it ourself and then we
fill himin on everything.

BENNY WAMPLER. Ckay. W do have a recorder here

that is transcribing it. So, that transcript wll also be
avai |l abl e, but you are welcone to record it.

MARK SWARTZ: Mark Swartz and Les Arrington are here

on behalf of the applicant.

BENNY WAMPLER: Ckay. Could | just get the nanes of

the parties that are here today at the present tine and then
we will...l ask you again to introduce yourselves as you
speak. But we will let themgo forward and then give you an
opportunity to speak. So, if you would just...start with you
and then---.

THELMA OSBORNE: Thel ma Gsbor ne.

SHI RLEY KEENE: Shirl ey Keene.

KENNETH OSBORNE: Kennet h Gsbor ne.
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SARAH DAY: Sar ah Day.

DALLAS HORNE: Dal | as Hor ne.

BENNY WAMPLER: You may proceed, M. Swartz.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q
A

Q

the record?

Q

> O > O >

M. Arrington, you are still under oath?
Yes.

Ckay. You need to state your nane again for

Leslie K Arrington.

And who are you enpl oyed by?
Consol .

And your title with then?
Permt Specialist.

Did you prepare the notice and application

inthe related exhibits with regard to this pooling

application for

A
Q

S- 357
Yes, | did.

Are the respondents listed in the...on the
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notice of hearing?

A
Q
A
Q

Gakwood | rul es?

O > O

Conpany?

Q

Yes, they are.
And are they also |listed on Exhibit B-3?
Yes, they are.

Is this a unit to be pool ed under the

Yes, it is.
So, it is a frac unit?
Yes, it is.

The applicant here is Buchanan Producti on

Yes, it is.

| s Buchanan Production Conpany a Virginia

Ceneral Partnership?

A

> O >

Q

Yes, it is.
And who are its partners?
Appal achi an Met hane and Appal achi an---.
Oper at or s.
---Qperators.

Ckay. And are both those corporate entities

the partners in Buchanan Producti on Conpany i ndirect

subsi di ari es of MCN Cor poration?

A

Yes, they are.
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Q

Gkay. |I's Buchanan Production Conpany

requesting that soneone other than itself be appointed or

desi gnat ed t he operator?

Q

> O > O >F

Yes, it is.

And who---7?

Consol, Inc.

And that woul d be Consol, Inc.?
Yes.

Ckay. This eighty acre unit in the OGakwood

Field, what are the seans that are at issue?

A
Q

Al seans below the Tiller Seam

Ckay. And have you filed with the Board an

estimate with regard to the cost of the well?

o > O » O »

pl ans?

Q

m ne pl ans?

Yes, we have.

For wells, | should say?

Yes.

How many wel | s are proposed?

There are two wells proposed for this unit.

Ckay. And is that because of the m ne

Yes, it is.

And is the location of the wells dictated by
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A
Q

Yes,

And

t hey are.

what mne is either underneath or

proposed to be underneath this unit?

A
Q

The

Ckay.

about earlier today?

A
Q

That

And

Buchanan Number One m ne.

The sane mne that we were talking

s correct, it is.

one of the wells is in the drilling

wi ndow and one i s outside?

A
Q

drilled yet?

A

That

And

l\by

"'s correct, it is.

ultimately...have those wells been

they have not. Only one of the wells

has been permtted to date.

Q

o > O »

Ckay.

Vel |

Ckay.

The
And

Whi ch one?
S- 35B.

The one outside the drilling?
drilling, yes.

in that instance, M. Ful mer was

aut hori zed under the OGakwood rules to grant a | ocation

excepti on because of the m ning?

A
Q

That’s correct.

Ckay.

And the second one to be permtted it
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woul d be the one in the w ndow?

A
Q
this area?
A
(1, 910).
Q
A
Q
t hat the cost of
A
Q
estimate?

A

That’s correct.

And the target formation is at what depth in

Appr oxi mat el y ni neteen hundred and ten feet

Ckay.

Its total depth of the hole.

The costs that is reported in Exhibit C is
the 35B...S-35B well or is that an estinmate?
That’s an estimate.

Ckay. And what is the anount of the

Two hundred and thirty-three thousand ei ght

hundred seventy dollars and fifty cents ($233,870.50).

Q
A

yet ?

o > O »

Ckay. And does that include the frac?
Yes, it does.

Ckay. Has the S-35B well been stinulated as

It has not been drilled yet.
Ckay. Just permtted?
Perm tted.

Ckay. Wth regard the interest of the
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applicant in the unit and the interest that you are seeking
to pool, if you would turn to Exhibit A page two to the
appl i cation.

A Yes.

Q And just tell the Board the interest that
t he applicant has acquired and the interest that are
out st andi ng?

A We control 100 percent of the coal...coal bed
met hane and 97. 6059 percent of the oil and gas interest.

Q And what interest in this unit are you

seeking to pool then?

A 2.3941 percent.

Q O just the oil and gas, right?

A Ol and gas interest.

Q Ckay. In Exhibit B3, have you listed the

respondent s?

A Yes, we have.

Q In the various tracts?

A Yes, we have.

Q Ckay. And in Tract One, the respondent is

Departnent of Transportation?
A It is.

Q We are dealing with another road?
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A That’s correct, it was.

Q And Tract Nunber Two, we are dealing with
the Stillwell heirs and the two folks that are listed there
t hat have not signed | eases?

A That’s correct.

Q And then the third tract at issue is Tract
Number Three, and apparently there’s 1.5...1.15 acres of that
tract in this unit?

A That’s correct.

Q And what is the percentage interest in the
unit associated with that tract?

A 1.4375 percent.

Q Wul d you sunmari ze the | ease terns that you

have offered to the folks you’ve obtained leases from and
woul d of fer to the unl eased peopl e?

A Yes, those are one-eighth royalties, a
dollar per acre with a five year term The dollar per acre
being a rental until production conmences.

Q Ckay. And that...and that would just be for

coal bed nmet hane?

A Coal bed net hane.
Q Not including conventional ?
A That’s correct.
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Q Did you provide witten notice to the
application and the hearing date to fol ks?

A Yes, we did.

Q And have you filed sonething with the Board
concerning that?

A Yes, we did. W filed an affidavit of due
di li gence.

Q And have you also filed the schedule, the
dates of mailing and the status of the mailing and the

cards...copies of the cards?

A Yes, we did.
Q And what Exhibit is that?
A Page nunber three through eleven is the

return receipts.
Q Ckay. And did you al so publish?
A Yes, we did, in the Bluefield Daily
Tel egraph. W published on August 18th, 1998.
Q Are you seeking or requesting that the Board

add any respondents today?

A No.

Q Are you requesting that they dismss any?

A No.

Q Ckay. So, as aresult of your title search,
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you have on Exhibit B3 |listed everyone you have been able to
identify who has an outstandi ng unl eased or not owned
interest?

A That’s correct.

Q The percentage on Exhibit B3, the percent of
unit would be the rel evant percentage for allocation of
production and allocation of costs in terns of participation
or carried interest?

Yes, it is.
Ckay. And with regard to frac costs, the
only...you are only seeking to allocate the cost of one frac

well if I’'m not mistaken?

A That’s correct, we are.
Q And ultimately, if there is active gob
production here, we mght deal with that second well, but

just fromthe terns of frac production, we are only going to

be dealing with allocating costs of one well?

A That’s correct.

Q And the order should so reflect?

A That’s correct, it should.

Q Ckay. M last question is, is it your

opinion that the proposed plan that’s displayed in the plats

and exhibits here is a reasonable nethod to devel op the
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coal bed nmethane within this unit?
A. Yes, it is.
Q Okay. That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
BILL HARRIS: M. Chairman, just one question.
BENNY WAMPLER: M. Harris?
BILL HARRIS: M. Arrington, on B3 back to on that
first page.

A Uh- huh.

BILL HARRI S: At the top, I'm a little confused. It

has Tract Nunber Four for Virginia Departnent of
Transportation.
A Yes, sir.

BILL HARRI'S: On the next page is Tract

Number...well, two pages over, Tract Nunber Four again.
A Uh- huh.

BILL HARRI'S: And they have the sane information, is

that the sane tract or what?
A What that...yes, it is the tract, but that
first tract you see on that...I’1ll reference it as the page

one, that’s their coal interest.

BILL HARRI'S: Yes. Coal fees. Ckay.
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A And then the second tine you see it is their
oil and gas interest.

BILL HARRIS: Ckay. So, we are referring to the

sanme, sane property?
A. That is correct.

Bl LL HARRI S: Thank you.

BENNY WAMPLER: Ot her questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you fol ks have any questions of

this w tness?

KENNETH OSBORNE: As of this...this is a hearing for

force pooling and stuff. One of the main concerns is these
escrow accounts. W would like to find out, as of this day,
has any deposits been nade in these escrow accounts?

BENNY WAMPLER: Do you know if there is any?

A To...to this unit, to this docket nunber to
date, there has been nothing...there is no drilling in this
unit.

KENNETH OSBORNE: Okay. Let ne...let ne rephrase ny

question to you. We’ve been here over several of these. Has
there been any deposits made to any of the escrow accounts

concerni ng the Linkous Horne heirs?
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A No, sir, there’s been no production out of
those units to date. W are just getting to that...our well
is drilled. W are just getting in that area. W are
wor ki ng...we are working towards that. But we are not there
yet .

KENNETH OSBORNE: So, all of the units that we have

been here on the hearings about, there’s been no deposits in
any of thenf

A No producti on.

BILL HARRIS: M. Chairman, if | could just foll ow

up.
BENNY WAMPLER: M. Harris?

BlLL HARRI S: Is this normal? I mean, I don’t know

what the...l guess we could find out by going through the
stacks of papers, but how long generally...well, it just
depends on the individual wells. Is the length of tine
normal for that group of folks as opposed to others? I’m not
sure what...I’'m not sure what his question---. Are you

t hrough with your questions?

KENNETH OSBORNE: No, sir. Go ahead. Go ahead.

BILL HARRIS: It just raised the question if that
production...if we haven’t advanced that far or the drilling
program isn’t there yet or what?
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A We are not there yet.

MARY JANE KEENE: There’s a well---.

BILL HARRI'S: Ckay. Now, is that typical in terns

of the length of tine it takes between---?
A Sure. It takes us sone tines quite a while
to get there.

BILL HARRI S: Ckay. So, between the approval here

and all of the certifications and everything. So, this is
normal is what you are saying---7?
A Yes, it is.

BILL HARRIS: ---on the length of tine?

MAX LEWS: Is it...are the pipelines laid from
t hese two units?
A No.

BILL HARRIS: |Is there any way to---?

MAX LEW S: How | ong have they been drill ed?
A This unit and this unit...these wells
are...just the one well is under construction.

KENNETH OSBORNE: What about the other units that we

have been over here for the force pooling before? Have

they...are they drilling it?
A | believe there is one of those units been
drilled, but we are still in the process of getting the
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well...pipeline to it and the other well, | believe you have
been here for three well...three units. I believe that’s
correct.

SHI RLEY KEENE: Ri ght.

A I believe that’s correct.

MAX LEWS: And known of those---?

A And t he other one we have not begun
construction on yet. So, two of the three have not been
drilled yet.

KENNETH OSBORNE: So, there’s no...there’s no time

limt set for production or anything even...once we conme here
and it’s issued, there is a force pooling and you all receive
the order, we receive the order that you all was granted,
thereis notinme limt?

A Yes, there’s a two year time limit on the
permt and pooling process. But we have...we are actively
pursuing to get there, but we are just not there yet.

MAX LEWS: How long is that one unit been drilled?

A | believe it was May...in May of this year.

MARK SWARTZ: Yeah, we were here in April or My, |

think, if I’'m not mistaken on the other units.

KENNETH OSBORNE: Then, | guess we can tell you that

it has no bearing on the fact we haven’t made an agreement
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with you all and that doesn’t have any bearing on the...the
effort you all are putting into trying to get these wells in
oper ati on?

A I don’t understand the guestion.

MARK SWARTZ: He wants to know if you have del ayed

any of your operations because you haven’t been able to reach
an agreenent wwth them I think that’s his question.

A No, sir, we haven’t. We are actively
pursuing our project. It’s just that we haven’t got there
yet .

KENNETH OSBORNE: Okay. What’s...once you all do

start punping and stuff, what...what tine period are we
| ooking at to see a deposit or anything in these escrow
account s?

A The deposits are nade... production deposits
are | agged...the actual production by two nonths and then it
wll start showi ng up nonthly then.

KENNETH OSBORNE: Ckay. |Is it a comon practice to

go ahead and have the accounts already set up, but make no
deposits in then?
A Uh- huh. Yes, it is.

SANDRA RI GGS: When the Board enters a pooling

order, then there is a supplenental order and that...that
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order directs the escrow agent to open the account in
anticipation of the well being drilled and the proceeds
comng in. So, what triggers the opening of the account is

the Board’s action on this application.

KENNETH OSBORNE: Uh- huh. Okay. So, once...once

the Board nmakes the ruling for the force pooling and the
account are open---.

SANDRA RI GGS: Exact|Yy.

KENNETH OSBORNE: | guess what | amgetting at

is...that’s the---7?

SANDRA RI GGS: Then they have two years---.

KENNETH OSBORNE: ---two year tinme limt?

SANDRA RIGGS: ---by statute within...this order

woul d be good for a two year period. If they haven’t drilled
and started production within the two year period, then this
order automatically dissolves by statute.

KENNETH OSBORNE: So, it is tw years and not twel ve

nmont hs.

SANDRA RI GGS: The statute was changed in ‘97 to two

years, | believe. The permt is good for two years as is the
pool i ng application.
MAX LEW S: If you drilled this well in May, what’s

the matter it hadn’t been put in production?
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A We are just in the process of getting our
pi peline out into that area.

MAX LEW S: It seems to me like it’s an awful long
time. Wien | worked for the gas conpany, we tried to get
themin production just as soon as possible.

A We are working toward that, but we just
haven’t got there yet.

MARY KEENE: Can | speak?

BENNY WAMPLER: Yes, ma’am. If---.

MARY KEENE: Since the well has been drill ed---.

BENNY WAMPLER: I f you will identify yourself for
us.

MARY JANE KEENE: I’ve got some pictures.

SARAH DAY: I|dentify yourself, Mary Jane.

MARY KEENE: I'm Mary Keen. We lost all of our
water since the last time...you can believe me or not. I’11l

take a lie detector test. Does water suppose to do that?

RI CHARD G LLI AM: That’s no good.

MARY KEENE: That conme out of ny faucet out of the

bat hroom since that well has been drilled. Gkay. R ght here
is a picture in the ditch line where cones right out of the
old mne works and it is red, but on top of it, it has got a

skim. That’s right in my yard. It was by my house and my
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water is poisoned. I can’t even use it no more.
MAX LEWS: Did you get an analysis run on it?

MARY KEENE: Yes, and I’'ve got them with me. Can

you read thenf? Who can read these anal ysis?
MAX LEW S: Uh- huh.
BENNY WAMPLER: They are the ones that our

department had run for you, weren’t they? Is that the ones
you are tal king about?

SH RLEY KEENE: Are you the gentleman that | talked

BENNY WAMPLER: Yes, ma’am.

SHI RLEY KEENE: Ckay. But this was done after the

anal ysi s was nade.

MARY KEENE: Ri ght here was the analysis first.

SHI RLEY KEENE: Saturday, she turned her faucet on

and suds cane out of the faucet.

MARY KEENE: Right. 1I’ve got the date on top of the

can. And here is the pictures. That is the...ny water is
poisoned and I ain’t had no water since the 3rd of August and
that’s in the can. Right here...I took this picture from off
of ny porch and right here on the ridge right here is where
the well is drilled. R ght here is the holler that cones

ri ght down by ny house, right beside of this well, and this
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is on top of the nountain where the pipeline is supposed to
go. It’s on the state road. Right here is the ridge where
they want to go on now and that is on the ridge right above
my house. And that old mining works, I’ve got the maps to it
if you would like to seen them

SH RLEY KEENE: There is two snmall children that

have to use this water and both of them have been in the
hospi t al

MARY KEENE: And we have been getting boils.

SHI RLEY KEENE: They are breaking out with rashes.

They get boils and we are doing everything we can to try to
get the water fixed back, but we have no luck at all.

MARY KEENE: | have called everything in the book

about the water. Not even the environnmental control has even
done anything about it. There are your well sites. Right
here is where | live and the m nes---.

RI CHARD G LLI AM: This is the one that’s drilled,

right?
MARY KEENE: Yeah, that one is drilled. This is

where | live right here.

RI CHARD G LLI AM: That’s where the water is drilled?

MARY KEENE: That is the next one.

SH RLEY KEENE: That’s the reason we have been
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fighting so hard.

MARY KEENE: And I don’t understand why a Board can

give thema permt to do our property that way, and then them
just go right ahead and do whatever they please and they give
you four dollars and sixteen cents (%$4.16) a year.

SANDRA RIGGS: Well, first the Board doesn’t issue

permts. Permts are issued through the Departnent of M nes,
M nerals and Energy. The Board deals with pooling, the
pooling issues only. So, there’s two---.

MARY KEENE: But...and you are not concerned about

our water?

SANDRA RI GGS: Wat er conpl aints are addressed

t hrough the Departnent of Mnes, Mnerals and Energy and

that’s where you got your water sample.

MARY KEENE: (I naudi ble).

KENNETH OSBORNE: Which that’s regulated by the---.

MARY KEENE: What are we going to do for water?

KENNETH OSBORNE: - - - EPA?

BENNY WAMPLER: Vel |, let ne---.

MARY KEENE: And it will be two years before we get

wat er .

BENNY WAMPLER: Let ne tell you now. | believe that

you called ne, right?
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MARY KEENE: Yes, | did.

BENNY WAMPLER: Okay. W had our inspector to cone
over to the area. I’'m talking department now, not the Gas
and Oil Board. I’'m Deputy Director for the Department of
M nes, M nerals and Energy and we had our inspector to cone
into the area and run tests. These anal yses that you are
showi ng here, the water is bad.

MARY KEENE: Uh- huh

BENNY WAMPLER: There is no question that the water

is very bad in that area. There is also no question there at
that mne that that is naturally occurring in that area
because of the...fromthe mxture of the water and the iron
and the other---.

MARY KEENE: And the soap.

BENNY WAMPLER: Wl | ---.

MARY KEENE: That has to be soap because water don’t

supposed to foam

BENNY WAMPLER: 1’11 be happy to have that tested,

but, you know, I don’t know that.

MARY KEENE: Well, it has done been tested and they

are testing it now.

BENNY WAMPLER: Okay. But I mean I'm not going to

di spute anything with you like that. You know, | am
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verifying that the water is bad in that area. It naturally
is bad in that area.

MARY KEENE: Well, what are we going to do till we

get water?

BENNY WAMPLER. W have...we have gone beyond any

charge that we have, and I'm not asking for accolades, but we
have gone to the Public Service Authority as a depart nent
trying to get water up in that area. That area...they are
movi ng that way. W know that, right? And we know that we
have been able to get sone tanks put in. They have agreed to
haul water for sone people.

MARY KEENE: Well, they ain’t gave me no tank.

BENNY WAMPLER: | under st and. | know there is

different reasons for some of that and I don’t know all of
them. Okay? But I’'m just saying, we have...our office and
Tom Fulmer’s office, the inspector has gone above and beyond
trying to get people water. | nean, we would do anything we
can to try to get people in that area water. I’ve talked to
Wayne Watts, PSA director, this past week about that and sone
of the other fol ks from Buchanan, was there any way that we
coul d speed up getting water because the water in that area
is bad. The water...and the people there need water. No

question about that.
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MARY KEENE: | know that both of us is disabled. W

have to haul water from Honaker, Virginia.

BENNY WAMPLER R ght .

MARY KEENE: And this...that...that sulfur and that

mess cone out the road...in the road since that well was
drilled. See, | told themour water was bad the |ast tine.
But he said our water was pulling pranks or sonethi ng and
this time...and it’s true and don’t shake your head. It’s
true. You’ve got it on tape, and then we started breaking
out and inching and then that water is comng out in the road
and | took pictures of it. So, that skimon top of there is
hi di ng the sul fur that has cone out has never cone out in
that road there for all ny life that I have |ived there.
And- - - .

SHI RLEY KEENE: And there has been no other activity

in the area except the gas well.

MARY KEENE: But that. And this contract...since

you don’t read our contracts, it said other fluids and
everything that conmes out of the ground. | think you al

ought to read the contracts before you are allowed to give

them a permit because we can’t sign everything we’ve got away
to themjust for a well. Al they have to do is just tell us
to nove out and if you want to read this, you can
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BENNY WAMPLER: What ki nd of contract are you---7?

MARY KEENE: This is the |ast contract on---.

BENNY WAMPLER: VWhat kind of contract is it?

MARY KEENE: This well, it says fluids, brine

fluids, gas and all of this. Read it. Just go ahead and
read it.

SHI RLEY KEENE: They are not only asking for gas.

MARY KEENE: That’s what they want, us to buy our

wat er and everyt hi ng.

SH RLEY KEENE: When we sign these contracts, we

have signed away...we will have no rights for nothing.

MARY KEENE: And | shoul d have brought ny ot her

contract where they get your rights to everything except just
your - - - .

KENNETH OSBORNE: Just a point on this...on the

water. From results and stuff I’'ve got and checked the

m nes, they do, they send the personnel to take sanples and
all, and this is regulated through...and went over with the
EPA, but according to the damage incident reports (inaudible)
EPA regul ation on factual processing, it states right
here...and this come in August of ‘98 from U.S. Court of
Appeal s for the Eleventh Court, it states right here that EPA

is likely torely solely onits staff and the staff of State
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regul at or agencies to provide damage incidence. And it
states here that they are not...it states right here, we do
not expect EPA to do a very good job of outreaching to the
injured parties.

BENNY WAMPLER: |s that a Suprenme Court ruling or

somnet hi ng?
(No audi bl e response.)

KENNETH OSBORNE: (i naudi bl e) they passed it around.

BENNY WAMPLER: It’s from David Letter with the

Ceneral Counsel for the Legal Environnental Assistance
Foundati on, | ncorporated.

SH RLEY KEENE: We asked every tine we have cone out

here...this nmake eight tines. W have cone here four. W
went with M. Fulnmer four tinmes. Eight trips we have cone
out here. W get the sane thing every tine we cone. |f they
want this...we own it, let thembuy it and | eave us al one.
I’ve got very bad health. Coming out here is chore for me to
even ride out here and I'm taking nerve pills now and we own
this, buy it or |eave us al one.

MARY KEENE: And ny property---.

SHI RLEY KEENE: Bottom |ine, buy us out. Buy our

gas or |eave us al one.

KENNETH OSBORNE: W are just...all we are | ooking
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for is a reasonable settlenent. But | nean, the offers that
we have got, and they have changed several times, they’re

just...they’re totally ridiculous.

SHI RLEY KEENE: Nobody is going to sign away

everything they’ve got for four dollars ($4) a year.

KENNETH OSBORNE: And we are not---.

SHI RLEY KEENE: That is a nockery on Buchanan

County.
MARY KEENE: And they also put twenty dollars

($25.00) on a hundred gallon of fuel we have to pay for this
winter. W have to pay twenty-five dollars ($25) taxes on
fuel and it being pulled out of our ground for four dollars
si xteen cents ($4.16) a year and we pay twenty-five dollars
($25) on a hundred gallon of fuel for us to burn in our

house. Do you think that’s fair?

SARAH DAY: Well, the way it’s going, it’s eating up
our...our noney to hire a | awer to keep com ng out here and
then they make it so conplicated that you can never get the
money that’s coming back and it should be changed that the
peopl e that owns it could get the noney instead of giving it
to a lawyer to fight this company that’s got all of the

money. They want to hold all of the money. It’s not that we
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are against letting themhave it, but what we are agai nst,
they want to get the products...they want to keep all the
money. They don’t want to distribute with the people that
owns it. Now, that’s what is wrong with the people that’s
fighting this conmpany and this conpany is doi ng everybody
like that. |If it was one, you could say, well, there is
sonething wong there. WlIl, there is sonething wong that
this one conpany is doing Buchanan County all the sane way.
Well, people keeps hiring a |awer to cone out here and fight
this company. Well, these lawyers, they’ve got to have nobney
to do it...to represent you. Wll, by the tine we get done,
there is nothing left. So, | think the Board should take
into consideration to nake sure this conpany shows the

production that they are bringing out of your property, what

is yours and not on down the line and just keep putting you
off and putting you off till they get all of it and gone and
you still ain’t got nothing. You are still paying your

| awer. Now, that should be in consideration for the people,
because | feel like the Board is for the people. The people
elect you in and | think the Board should make sure that a

big company like this don’t come in and run over a whole
county of people. The people is tired of it and sonehow if

they have to take in their own hands. They don’t want to,

86



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

but sonebody will, because this conpany has got to be stopped
sonehow.

SH RLEY KEENE: This is our hones. | still owe ten

years on ny hone. |If | have to relocate, how can | sell ny
home to sonebody else to go through the crap that we go
through? Now, if they want our gas, they can buy it.

SARAH DAY: They went over our driveway...| nean,
our right of way and bought it off of other people knowing it
bel onged to us because it was right in the court house where
they got the rest of their stuff.

SOVEONE IN THE AUDI ENCE: And they’re not going to

| eave either.
SARAH DAY: But they bought it...they bought it off
of ot her people.

MARY KEENE: They are not on the property yet, but

they are about a...well site bought off of two other people
that own the property, which we own the mnerals under it.
But when they...but we have the right of way across there,
t 0o.

SARAH DAY: And they are using our right of way they
bought off of these other people, know ng that we owned it
and put a gate across it.

SHI RLEY KEENE: And---.
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THELMA HORNE: And they’ve got a lock on the gate,
t 00.

KENNETH OSBORNE: This is not...this is not |ike
these people...ny famly nenbers here. This is not |ike they

just noved in last nonth, |last year, two or three years ago.
Their whol e 1life, their parent’s life, their parent’s life.
| nmean, we are tal king generations here.
SARAH DAY: And the people just want what’s theirs.
They don’t want this big company to come in and take it.

KENNETH OSBORNE: And if this...if this area is as

vastly rich as all of us here are well aware of, or nost of
us, then why aren’t...why aren’t the people that live
there...that’s where they have to live, why don’t they reap a
little of these rewards? Instead of the oil conpanies.

MARTHA WLLIAVS: Wiy is the poverty |evels so high

i n Buchanan County? It is probably one of the wealthiest
counties in resources in North Anerica and the poverty | evel
isinthe top ten of counties in North Anerica.

KENNETH OSBORNE: State your nane.

BENNY WAMPLER: Coul d you identify yoursel f?

MARTHA W LLI AMS: Martha WIllians, an heir to the

Horne estate. W are the fifth generation of poverty that

have lived through this. It was the coal operators. They
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did it over and over. Now, it has turned over to nethane.
We don’t want out famly to have to live in this nmess. They
want the gas. They don’t want anything else.

SARAH DAY: They don’t want to pay for it.

MARTHA W LLI AMS: We don’t them to mine the gas.

If they don’t want to buy this property, settle with us, then
et thempull out and maybe we can place this for bids.
Maybe Exxon or sonebody could conme in and afford to buy it,

if Consol can’t pay us for it. We don’t want to lease. We

want to sell. W are for sale. W do not want to live wth
our children having to play beside a gas well. Think about
yoursel f. Wuld you let your child go out in your yard and

play if your neighbor had a gas well in his? | amsorry. |
have | ooked at this for the |ast year. | cannot believe what
Cheryl took and showed ne. There is acid pools. Go out

there yourselves. I’'m not asking you to take my word.
THELMA OSBORNE: A dog fell in one of them and di ed.
MARTHA WLLIAMS: It has killed the fish out of sone
the rivers, streans---.

KENNETH OSBORNE: Well, it is to the---.

MARTHA WLLIAVMS: | nean, we are not just...we are

at the point that we are desperate.

KENNETH OSBORNE: Sone of the---.
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MARTHA WLLI AVMS: W want you to ask themto either

buy us out or do not grant this permt, have them get off our
properties and | eave these mnerals where they are. It needs
to be sold...it needs to be refined. W are for sale but not
at our family’s expense.

SARAH DAY: They need to pay a fair price and not
want everyt hi ng.

SHI RLEY KEENE: This is a forty acre tract that

Li nkous Horne heirs own the mnerals, forty acres. W have
the forty acre tract, we own all the mnerals on the forty
acre tract.

THELMA OSBORNE: And once it would go in escrow, we

coul d never get nothing out of it because they would pull it
back out to dig the wells and stuff.

MARTHA WLLIAVMS: Could I...may | please ask M.

Arrington a question?

BENNY WAMPLER: Yes, ma’am.

MARTHA W LLI AVS: Wul d you quote that figure again

for the expense of drilling that gas well?

LESLIE K. ARRINGTON: It is two hundred and thirty-

t hree thousand ei ght hundred and seventy dollars and fifty
cents ($233, 870.50).
MARTHA WLLI AVS: Two hundred...let ne wite this
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down. Two hundred and thirty-three mllion---.

SHI RLEY KEENE: No, thousand.

SANDRA Rl GGS: Thousand.

LESLIE K. ARRINGTON: No. Two hundred thirty-three

t housand.

MARTHA W LLI AMS: Thousand.

THELMA OSBORNE: It’s on your paper.

SARAH DAY: Wl |, they ask for the people to help
pay the expenses, too? They are not getting that nuch
anyway. They are always bringing up these expenses. Wll,
there’s a lot of money in this gas and they can afford to pay
a fair price and be done with it w thout dragging the people
on and on and taking what they own to pay |awers. So,
that’s all I'm going to say, but I hope you will take into
consi deration of the people and this big conpany, how they
are bringing the people out here and what | awers cost and a
lot of people can’t pay the lawyers. They are not getting
enough out of it to pay the lawer. So, | think that
sonet hi ng needs to be done about these coal conpani es running
over people and taking what they’ve got.

SH RLEY KEENE: It would be just---.

SARAH DAY: And a lot of themis old people.
SH RLEY KEENE: It would be like ne telling you to
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go the grocery and just go in there and pick up whatever you
want, you can have it.
SARAH DAY: | appreciate (inaudible).

SH RLEY KEENE: And I don’t own that to tell you to

go in there and do that.

KENNETH OSBORNE: Even...even with the escrow

accounts and the amount of dollars deposited in there and |
mean, what’s...what’s to protect us? | mean, a mllion
dol l ars ($1,000,000) in an escrow account and they cone up
with figures of two hundred and thirty-three thousand
(233,000) for a well, labor, materials, so on and so forth
that comes out of the escrow account, and then let’s say the
escrow account enpties out and then they are like...they

cl ose down. They go on to sonething else. W have
nothing...what’s to protect us? There’s nothing there to
protect us.

SANDRA RIGGS: Well, let nme clarify sonething. The

escrow account is set up to receive royalties under the
| ease. The operator has no access to that escrow account.
They nake the deposits in there based on the production.
One-eighth royalty goes into the escrow account. They can
not w thdraw noney fromthat escrow account. The operator

has to bear the cost of drilling the well, building the
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pi peline. Now, if you choose under the pooling order to
participate, and that is to be a partner with themin the
well, you can pay in your proportionate share of the cost of
drilling the well and so forth and be a partner in that well.

BENNY WAMPLER: Now, that’s an option. That’s not a

mandat ed.

KENNETH OSBORNE: Okay. But if---.

MARTHA WLLI AVS: M. Wanpler---.

SANDRA RIGGS: If you are a | eased party, though,
the royalties go into the escrow account until it is

det erm ned whose they are, coal or gas. The operator has no
access to that noney and they can not use that noney for
anyt hi ng.

KENNETH OSBORNE: Okay. So, this figure of two

hundred and thirty-three thousand ei ght hundred and seventy
dollars ($233,870) that’s not pertaining to us because we are
not a partner?

SANDRA RIGGS: Only if you want to participate and

be their partner. Then, if you own a ten percent interest in
this drilling unit,- you can pay ten percent of that cost and
participate with themin the well and derive profits off of

it. If you want...however, if you don’t make an election, or

if you deemto lease, or if you sign a voluntary |ease with
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them what you get is like a rental, a royalty. That royalty
goes into the escrow account until it is determ ned who the
owner of the coalbed methane is, but they don’t have access
to the escrowed nonies for any of the cost of the...of the
buil ding of the well site. Does that help sone?

KENNETH OSBORNE: Okay. Yes.

MARTHA W LLI AVMS: Okay. The eighty-seven and hal f

percent that they are taking, we were of the understanding
that that was what their noney...we were supposed to have
like twelve and a half percent, but there is expenses com ng
out of the twelve and a half percent before it goes into the
escrow. This seens pretty unfair to nme. You are not getting
even a fourth...slightly less than a fourth and then they are
going to take part of that back for expenses. That’s why we
have this poverty |l evel in Buchanan County.

THELMA OSBORNE: Well, I don’t want no escrow. I

just want themto pay ne up front for m ne.

MARTHA WLLI AVS: And | et these people get out of

here and find them a house that they can live in where they
will have water that they won’t have to live in Keen Mountain
and carry their clothes to Raven to wash themin a |aundry
mat. Let them buy them a house.

THELMA OSBORNE: Her famly cones to ny house at
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Raven to take a bath and get water. M/ daughter has to bring
her water...her clothes over at ny house and wash them Her
water is not even fit to wash in. M granddaughter brings
her clothes to ny house and wash themand | only have a well.
So, they cane up yesterday and took sanples of ny water
because they are getting ready to sink a mnes under ny
house.

KENNETH CSBORNE: And | think their answer to that,

or something, or supposedly answer, they’re trying to ship
these water tanks in and stuff, if that’s the situation, then
they are going to have to pay---.

MARY KEENE: We don’t even got a water tank.

KENNETH OSBORNE: ---for the water. There is talk

about shipping water tanks in and if that’s the case, then
they are going to have to pay for the water, which that’s
causing another...not only...well, it is causing another
financial burden on them | nean---.

MARY KEENE: Well, probably thirty nore dollars a

mont h and when we never had to buy water before and I could
take ‘ary of you’uns and you can go to my house and you can
| ook, and you can |l ook at the ditch there where that water
cones out fromthe old m nes and you can al so have all the

water you want to drink. I’11 challenge everybody in here
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just to...just to cone and get a gallon of water and drink it
and bring one |oad of clothes to nmy house and wash them

BENNY WAMPLER: Are you saying that---.

MARY KEENE: |t is ruined.

BENNY WAMPLER: --- your water was good water
bef ore?

MARY KEENE: | had a paper.

SHI RLEY KEENE: She had analyzed in ‘97, it
didn’ t---.

MARY KEENE: No, Paul sent them around and had it
anal yzed.

SH RLEY KEENE: ---well, in ‘97, the poison was not

in the water. They’ve used the water all the time. Okay.
They started---.
KENNETH OSBORNE: G ve ne a second, | think I have a

report fromthe---.

SHI RLEY KEENE: ---breaking out and her daughter

|l ost a foot of her hair. Her hair | ooks like it has been
bur nt .

DALLAS HORNE: Tell nme about it. M ne cone out,

t 00.

MARY KEENE: But this right here was Septenber the

11th at 5:30 p.m and the soap had run through there and we
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did catch that nmuch and he conme on and went and catched
anot her part and was checking it out. But that was soap that
cone through the water |ine.

SH RLEY KEENE: That was not in there.

MARY KEENE: And this was half full and we filled it

on up of suds when we filled it up that far. And it stinks,
because it stinks plunb outside. You can do a |oad of
aundry with hot water and the scent stinks up the whole
house and you can snell it on the porch, and you can have
that. He told nme he would drink...both of them said they
would drink it if | brought it to them..and ny property is
done danmaged.

SHI RLEY KEENE: Excuse me. I can’t sit no longer.

BENNY WAMPLER: That’s okay. Thank you for coming.

MARY KEENE: And that’s why I think that you should

take consideration to our people before you give them a

permt and you should | et everybody...let you know what’s
going on in Buchanan County. I'm not just checking for Jjust
me. It is our whole Buchanan County area that is getting

ri pped off.

BENNY WAMPLER: There is sone ot her fol ks there.

don’t want to prevent anybody from saying anything.

MARY KEENE: The other contract is worse than that.
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THELMA OSBORNE: Brenda, you want to cone here

because I’'ve done said my piece.

BRENDA JUSTUS: The only thing I want to say, | do

have a sand filter, but---.

BENNY WAMPLER: Woul d you give us your nane, please?

BRENDA JUSTUS: I’'m Brenda Justus and I am one of

Linkous’ heirs. I do have a sand filter, but they told me

t he poi son would go right through ny sand and it has al ready.
So, I don’t know what to do about no water or anything else.
But we are on the sane well. We’ve lived there since...I’ve
lived there since the 1970s. We’ve never had any water

probl ens, until now.

Bl LL HARRI' S: Excuse ne a second...| keep hearing

the word poison. What are we referring to? Are we talking
about---7?
MAX LEW S: Sone ki nd of chem cal.

BRENDA JUSTUS:. They told us sone kind of nanme when

they anal yzed it.

UNI DENTI FI ED SPEAKER: Hydr ochl ori c Aci d.

MARY KEENE: Did you give ne ny water papers back?

(No audi bl e response.)

MARY KEENE: 1I’11 let you read it.

UNI DENTI FI ED SPEAKER: From the chem cal s that was
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put in the well when they are fraced.

DALLAS HORNE: | would like to follow up on this

wat er deal. Last year, Cctober 12th, the Gas Board, the
magistrate, sent a man to analyze my water, which I’ve been
haul i ng nmy drinking water for four year or longer. They sent
a man and | got drowned getting hima sanple direct out of ny
well and I’'ve never today, this being the 15th day of
September, almost a year ago, that I’ve never received that
report back. Somebody is a dilatory. They’re not doing
their work. They are going over people, doing what they want
to do without their regards. Right now, as today, when | get
back, I will take Consolidated Coal Conpany and C aude Morgan
with a warrant for trespassing on ny property and destruction
of personal property. Then, if it don’t settle in Buchanan
or the State of Virginia, then we go to the Suprene Court. |
am ready. I have got the financial funds to do so and I'm
going to see this out. Just see how nuch rights they have
got to wal k over people in Buchanan County. They are a big
company. I am a big man in flesh and I’'m not no dummy, but I
will see it through Court. It won’t just stop in Grundy or
Tazewell, but it will go on up. It’s going to go to the top.
There is going to be a line drawed. 1It’s a shame that they

will come in and say they’ve got all of these rights, then
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you mention to them what’s in that surface deed, "Well, I’11

have to go back and look at it." In ny surface deed, it says

that no merchantable...they’re no profitable tinber be cut.
Al right. They are going to nmake a gas site...gas well
site, they cut ny oak tinber. Twenty-four, thirty inches
through the butt, is that valuable tinber? Straight tinber.
| s that nmerchantable tinber? Wo gives themthe
aut hority...them to cut my merchantable timber if I don’t
tell then? They take it on theirself and this wll be
settle. It will go...it will go to Suprene Court, if
necessary.

MARY KEENE: W would |like a card from each one of

you that we was proved that you were on the Board when we
have to go, or your nanes on a piece of paper

MARTHA WLLI AVS: M. Wanpler, may | nake anot her

statenent? You were tal king about---.

DALLAS HORNE: This is what they cut off our

property. You can see it. Themwas took yesterday evening.

MARTHA W LLI AMS: You were speaki ng about the water

being bad in this area, which that’s true, it is now, but I
just want you to know one thing. W all grew up drinking

this water. There was springs and wells and, you know, |
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mean, we’ve...off and on, we’ve lived on and some of them
have never left the property. They have all lived there al
of their lives, some of our family members. We don’t live
there now, but we grew up drinking this water. The water has
not always been |like this.

BENNY WAMPLER: Well, as I said, I wasn’t trying to

di spute that. | was just saying that---.

MARTHA W LLI AMS: No, sir. | understand that. |

just wanted to nmake you aware that...that it---.

KENNETH OSBORNE: The matter at hand, we are not

trying to be unreasonable, but I nmean I think we deserve a
fair offer. This...this...the force pooling and all of this,
it just appears to be a tine |lapse thing. W continue to
come down here for these hearings, which I understand it’s
required, but | nean, in the bottomline...the bottomline
is, why...why not just to get rid of us, just buy it all out?

Make us a decent offer, so everybody can benefit fromit.
They can get out of there, resune their life with good water,
why not just buy us out and make us a decent offer instead of
this continuing circle that’s getting nowhere?

MARTHA W LLI AMS: Well, with the damage that’s done,

some of the people don’t have two or three years to wait for

a royalty check, which nmay never cone anyway.
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BENNY WAMPLER. Wl |, as to the water, any damage

that’s done after July 1st, 1998 from drilling...from a gas
and oil operation, it is required that water be repl aced.
That was...provision wasn’t in effect until the General
Assenbly nade that change last year and it is in effect now

Drilling operations after that date, after July 1, 1998, the
operator is responsible for repair or replacenent of that
provision. It has certain limtations, wells within certain
di stances and things |like that. You know, there...this
Board, or this departnent, is not able to give you things
that are not in law and regul ation. You know, the kinds of
things that you are asking, you know, to say is that a
reasonable thing to do. Really, it has to be sonething
that’s between you and the company or the Courts, you and the
conpany or however that gets finally resolved. You know,
that’s the dilemma.

MARY KEENE: Yeah, but the company don’t

(inaudible) . They don’t come...the only time we see any of
the conpany is when we cone here to the Board neeti ngs.

BENNY WAMPLER: Vel |, we---.

MARTHA SM TH: My name is Martha Smith and I'm a

heir of Linkous Horne. I am Linkous Horne’s daughter. So, I

wanted to say...l want to speak a little bit, not too nuch
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but...I don’t want to take up too much time. But when they

go and drill these wells and they | eave them they |eave
t hese big slush ponds open till any kid, anybody, horse, cow
or whatever can fall in them. They...I guess, they’re about

as long as from here out to the end and it’s just left open
so anything can get in it. 1It’s never covered. \Wenever
they go in and they buy a little piece of property and when
t hey get finished, why, the place where they live or whatever
the rest of the property, it’s no good for anything. It’s
not even fitting to live on. But you people woul dn’t know it
unl ess you seen it. You all would have to see it to believe
what ki nd of shape Buchanan County is.

MARTHA W LLI AMS: It’s an eyesore. It is an

absol ute eyesore.

MARTHA SMTH. It is a eyesore. It really is a

eyesore to just go around and maybe if you don’t want to take
the time, you know, to stop and | ook...you can take a video
canera and you can take pictures of it and showit on the TV

| mean, you woul d not believe how Buchanan County has
been- - -.

MARTHA W LLI AMS: Abused.

MARTHA SM TH: ---m streated and abused of the

property and the people’s homes. And I’'ve lived there...I'm
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sixty-three years old and | growed up there as a little girl.
It is not the sane place. It is ridiculous to go there and
ook at it, and then our right of way, they’ve put a gate
over it. No trespassing. You know, you can’t go through it.
They put a lock onit. So, there was a little dispute cone
up. They called Consol and told themthey give....the police
officer called themand told themto get there and nove the
gate. They gave themtwenty mnutes to do so. So, they
wai ted. They did not cone and nove the gate. So, the State
Trooper called them They still did not nove the gate and
it’s still there. So, what can you do about a gate and
moving it off of your own right of way. They have bought the
right of way off of another person. They didn’t buy it off
of us.

BENNY WAMPLER: Bought your right of way?

MARTHA SM TH: Yes. Yes, sir.

BRENDA JUSTUS: And we can’t seem to locate a key no

matter where we go. Sonebody el se has got the key.

BENNY WAMPLER: VWhat is the access to? What

access...yes, ma’am.

MARTHA SM TH. On the right of way to the...to where

they are going to drill the well on our...where we own the

m neral rights.
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BENNY WAMPLER: Okay.

MARY KEENE: Ri ght here is the---.

MARTHA SM TH. But it is on our right of way.

MARTHA WLLIAVS: Well, it is not a highway or

anything, but it islike alittle road that we...that we
shoul d be able to use because our grandfather reserved them
and then nmy uncle Thurman was...a couple of these are his
daught er s.

MARY KEENE: That’s the reason that contract was

wote with the twenty-five---.

MARTHA SM TH. Now, how woul d a person be able to

get the gate noved when the county police officer asked them
to nove the gate and the State Trooper told themto nove the
gat e?

BENNY WAMPLER: What’s the story on the gate, Les?

(No audi bl e response.)

BENNY WAMPLER: Do you know anyt hi ng about the gate?

MARK SWARTZ: No.

LESLIE K. ARRINGION: I’'m not...if it is the S-36

well that she is referencing, which I’'m not sure...is it the
S-36 out there behind---?

MARY KEENE: Yeah, it would be on that.

MARTHA SM TH: Yes.
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LESLIE K. ARRINGTON: Is it?

MARTHA SM TH: Yes.

LESLI E K. ARRI NGTON: | know not hi ng about that.

Sorry.

MARTHA SM TH: Well, the State Trooper called the

mai n office there and they were supposed to have call ed back.
So, he called several tinmes. But he did get in contact with
Consol and they were supposed to nove the gate. As of now,
it has not been noved and we have been threatened if we nove
t he gate.
(Private discussion between Mark Swartz and Leslie
K. Arrington.)

MARTHA SM TH: And we can’t get up through...we

can’t even travel the road.

LESLI E K. ARRI NGTON: Benny, | know not hi ng about a

gate out there on S-36 because to ny knowledge we haven’t
done anyt hing yet.

MARY KEENE: Now, you core drilled up there about a

year ago and when you cored drilled, you put a gate up as
you’uns come back out.

MARK SWARTZ: Well, we wouldn’t core drill.

LESLI E K. ARRI NGION: We don’t core drill.

MARY KEENE: Yeah, there was a core drill up there
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and they said that it was requested by Marie and Arl and
Osborne that it was to be put up. That’s what they told us,
that they requested it is the reason why it was put up.

BENNY WAMPLER: Are you saying that Consol requested

MARY KEENE: No, Arland and Marie Gsborne. Wich

the right of way in the deed tells you...and that it is our
ri ght of way.

SARAH DAY: That’s who they bought the right of way
of f of.

MARY KEENE: They have bought the right of way off

of Beulah and WIllard OGsborne to go down to that well site
and they bought the well site off of them which you know the
right of way is ours.

MARTHA SM TH. So, we do...we do want the gate noved

off of the right of way.
BRENDA JUSTUS. There is no fence com ng on either

side. It is just a gate.

MARTHA SM TH: And we’ve tried to get that through

to them before they give the permits, but we couldn’t..we
couldn’t get through to nothing and we’ve come down here all
of these trips. But | have never spoke. But they’ve

all...I'"ve told them all to bring the gate up. We would have
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it moved off the right of way because they paid Arland and
Marie Osborne for the right of way that didn’t belong to
t hem

THELMA OSBORNE: And Beul ah Gsbor ne.

MARY KEENE: And then here is the deed that bel ongs

to Rebecca Cifton and Nora Keene. Bert ha Goodnan is on the
papers and we’ve told them about this, but they haven’t took
Bertha off of this and it is theirs.

MARTHA SM TH. Now, Mary...Mary Osborne, she nade

couple of trips down here because she thought she was goi ng
to have to pay the noney back that they had paid for the
right of way. So, she asked this fellow right here if she
woul d have to pay it back and he told her no. | heard him
| was right...right with her.

MARTHA W LLI AMS: M. Fulnmer also told her she

wouldn’t have to pay it back.

MARTHA SM TH. Tol d her would not...they woul d not

have to pay it back

SANDRA RIGGS: Well, that would be a matter of

contract between the parties. That wouldn’t have to do with
the State. | nean, buying real...an interest in real
property woul d depend on whatever their contract was.

THELMA OSBORNE: But you all need to know what they
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are doi ng.

MARTHA SM TH: Yeah, that’s the reason why we are

telling you all now, because you all was not here whenever
they did that. But they have bought our right of way and
paid somebody else for it and I really don’t think that is
right. If | was to do sonething like that, | would think
was wong and | would be wong, and | would nake it right

wi th them because whenever we | eave fromhere and we go up
yonder, we are all going to be judged by the sane judge and
we are going to be right, if we go up there, aren’t we?

BENNY WAMPLER: That’s right.

MARTHA SM TH: And that’s Jjust the way I want to

leave. | want to be right.

BENNY WAMPLER: Me, too.

KENNETH OSBORNE: Back to the issue, it just seens

like that it would be a ot nore profitable for themto just
go ahead and neke a decent offer to buy it out and everybody

wouldn’t be sitting here going through this over and over.

BENNY WAMPLER, Are you wanting to sell the surface,

the mneral. or all of it?

KENNETH OSBORNE: W want to sell the whol e thing.

MARTHA WLLI AVS: W want to sell everything if they

are going to stay there and drill.
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SARAH DAY: The m neral s.

MARTHA WLLI AVS: Part of the problem--.

BENNY WAMPLER: The forty acre tract, is that right?

The whole forty acre tract is what you are sayi ng?

MARTHA WLLIAVS: Sir, sone of the problemwth this

is that they have actually bought m nerals from people that
don’t own them, that’s why they are controlling like ninety-
ei ght |ike such and such percent.

BENNY WAMPLER: Well, here again, I mean, I don’t

know what’s recorded in the courthouse and all of that.

MARTHA W LLI AMS: W do. W have...we have been

there. They have been there as well. W see themthere
sometimes when we go. So...I know you don’t have the control
over whether or not they get the permt, but we are asking
that you recommend that they do not keep handi ng out these
permts until they can nmake sone kind of a decent offer
because the hardships that our famly are bearing are too
great. This is really causing human suffrage.

THELMA OSBORNE: And there is four of us that owns

the property on the place where the mnerals is on. There is
four that owns the property.

MARY KEENE: And there is three of us on that one

wel | .
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MARTHA SM TH: And | appreciate you all hearing ne

out and if there is sone way that that gate can be noved, |

appreciate it. Thank you.

KENNETH OSBORNE: I think that’s about all we’ve got

to say.

MARTHA W LLI AVS: Thank you very much.

BENNY WAMPLER: Thank you. | hope---.

MARY KEENE: Do you got ny contracts?

BILL HARRI'S: | passed everything back over. |Is

that the one that was stapled to the---7?

MARY KEENE: Yeah, to the envel ope.

BILL HARRI' S: Yeah, | passed that back up.

MARY KEENE: The next thing is what are you going to

do about ny water? Do without water till next year?

BENNY WAMPLER: Wel |, you know, | tell you...you

said the well was drilled on your property in Muy.

MARY KEENE: When they drilled that one...yeah.

BENNY WAMPLER: And the repl acenent provision did

not go into effect until July.

MARY KEENE: Cl eared theirself again, huh?

BENNY WAMPLER: Well, you know, I’'m just talking

about sonething that we can do now.

MARY KEENE: Are you going to take this?
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BENNY WAMPLER: I don’t need it.

MAX LEWS: Gve it to themover there and |l et them
drink it.

MARY KEENE: Well, they all ought to drink it

(1 naudi bl e) Buchanan County.

THELMA OSBORNE: They told themto not let the kids

drink the water.

BENNY WAMPLER: Wel |, our staff did that. | nean, |

don’t think any of you should drink it. I’11 tell you that
ri ght now.

MEMBER OF THE AUDI ENCE: They’d bring it right back.

MARY KEENE: | love...|l |ove Buchanan County and

I ove living in Buchanan County because we’ve got good people
i n Buchanan County.

BENNY WAMPLER: Ri ght .

MARY KEENE: And I don’t like other people coming in

my county and destroying what I’ve got. And I need the water
and | need it bad and I need it now. As of now, | needed it
yest er day.

BENNY WAMPLER. We are going to continue to try to

hel p you get water up there.

MARY KEENE: | need a tank and sonebody el se to pay

for it because thirty dollars ($30) a nonth water bill and
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twenty-five nore dollars on ny oil bill this winter and them
punpi ng ny gas out for four dollars and sixteen cents
($4. 16) .

BENNY WAMPLER: | under st and.

KENNETH OSBORNE: M. Wanpl er?

MARY KEENE: There’s fifty dollars ($50) for the

county or the governnent and we get four dollars and sixteen
cents (%$4.16) back. That ain’t right.

KENNETH OSBORNE: Di d you pass that sheet down that

| handed you a mnute ago on the fraction drilling?

MARY KEENE: And I’'m getting angry over it.

BENNY WAMPLER. She may have it.

KENNETH OSBORNE: Okay. She mght. | just wanted

t o check.

BENNY WAMPLER: I have passed everything that I’ve

had back up that way.

SANDRA RI GGS: I don’t have anything here.

KENNETH OSBORNE: Ckay.

BENNY WAMPLER: | think she probably has it.

KENNETH OSBORNE: (Okay. And again, thank you al

for listening to us and that’s---.

BENNY WAMPLER. Tom do you have a list of the Board

members and their address...I’ve got the names there on this

113



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

form

TOM FULMER: The names. I don’t have the addresses.

| talked to himearlier. He is going to drop by the office.
We do have that.

BENNY WAMPLER: Okay. You’ve got...okay. Just to

make sure...to nmake sure of that. Did we hear from everyone?

MEMBER OF THE AUDI ENCE: | think so.

BENNY WAMPLER: Ckay.

CLI FFORD OSBORNE: | am difford Gsborne. | live on
that property there right bel ow where they want to drill the
wel | .

BENNY WAMPLER. Wbul d you state your nane, again,
pl ease?

CLI FFORD OSBORNE: Cifford Gsborne.

BENNY WAMPLER: Yes.

CLI FFORD OSBORNE: If they drill that well there and
get up there with a dozer, they will wash ne off when it

rains, the way the land lays. You can go look at it and
that’s...I mean, if they want it, why don’t they just make a
settlenment and buy it.

BENNY WAMPLER. Has it been permtted already, the

wel | you are speaking of?

CLI FFORD OSBORNE: No. No, it (inaudible). That’s
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the one they are trying to get a permt for.

permt?

SARAH DAY: No, they’ve done got the permit.

TOM FULMER: |t has been permtted.

MARTHA W LLI AMS: They’ve got the permit.

BENNY WAMPLER: It has been?

CLI FFORD OSBORNE: They’ve already got the permit.

SARAH DAY: Yeah.
CLI FFORD OSBORNE: Okay. Well, who issued the

TOM FULMER: | di d.

CLI FFORD OSBORNE: You di d?

TOM FULMER:  Yes.

CLI FFORD OCSBORNE: Wl |, can | have your...l would

like to get all of your’uns name and phone number and

addresses on a piece of paper. | need that before | |eave

here today.

is in Mr.

to you.

BENNY WAMPLER: Well, we don’t have it here, but it

Fulmer’s office here in Abingdon.

CLI FFORD OSBORNE: Ch, okay.

BENNY WAMPLER. Ckay. W will get that information

CLI FFORD OSBORNE: But we do own the right of way.

We are going to keep the right of way. The right of
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way...the fifteen foot right---.

BENNY WAMPLER: Sit down there and talk to us a

m nut e.

CLI FFORD OSBORNE: ---they ain’t going to get on

the right of way unless they buy the right of way because
that belongs to us. The way that ridge runs all the way down
the old road. It washed out in a (inaudible). It cones
right down below my house. I’'ve got a ten inch pipe running
t hrough ny yard now and when they get up there with a dozer
and get to dozing around and get all that water com ng down

that way, then I don’t stand a chance.

BENNY WAMPLER: Under stand one thing. The issuance

of a permit doesn’t grant property rights to people. The

i ssuance of the permt describes the activity that’s going to
take place and what they have to do to control runoff,
erosion and how they have to restore the land when it’s
finished. It doesn’t convey something that the Commonwealth

doesn’t have to begin with.

CLI FFORD OSBORNE: All right. Let ne ask you a

question. Aren’t there a law stating in the State of
Virginia if you dig a whole four foot deep that you’ve got to
have a fence around it?

BENNY WAMPLER: Not covering gas and oil operations.
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No, sir. I don’t know. There may be something el se---.

CLI FFORD OSBORNE: I’'m wasting my time.

BENNY WAMPLER: I’'m sorry.

CLI FFORD OSBORNE: I said, I'm just wasting my time.

W Wil just...we will just battle it out sone other way.
BENNY WAMPLER: Well, | nean, | just want you to
understand it isn’t the gas and oil |aw or regul ation.

That’s not---.

CLI FFORD OSBORNE: Wl |, anything...any...if | go

over there and dig a whole four foot deep and sonebody falls
init and drowns, then they can cone al ong and sue ne. But
you can go around Buchanan County and they’ve got sediment
ponds all over Buchanan County with nothing over it and it’s

been there for six months and it ain’t even reclaimed.

MARTHA WLLIAVMS: | saw themin January.

SARAH DAY: And they are using our right of way that
t hey bought off of the other people and we have told them
every tine we have cone over here and they continue to do it,
for these wells.

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: Just two conmments. W take every

precaution in the drilling process to protect ground water.

I mean, the regulations...I realize this isn’t really on the
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table with this Board, but the regulations and the statute
and requirenents with regard to water protection strands, we
take those obligations seriously. W install them W
cenment them back to the surface. There are a |ot of problens
with water in these counties and we’ve talked some about
that. But in terns of our obligation to protect water in the
area of our wells, we take that obligation seriously and the
well s are engineered to protect the ground water. That’s my
one...one conment.

Second coment, these pits for drilling fluids and
materials produced during drilling are ultimately reclained.
We reclaim them all. We don’t abandon them. We can’t.
Essentially, what we have had on an ongoing basis wth these
folks and I wish it was just them but with others as well,
is a disagreenent as to value and a di sagreenent as to
timng. | nean, they have a | ess than a one and hal f percent
interest inthis unit. There is a dispute between them and
the Hurt/McQuire heirs as to who owns the coal. They claim
the coal, but the Hurt/McQuire heirs claimthat they own the
coal. So, | nean, these funds woul d have to be escrowed.

SARAH DAY: The twenty-five acres should be nore
t han one and hal f percent.

MARK SWARTZ: There is a...but there is a dispute as
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to value and there is a dispute as to timng and there is no
doubt about that. They think that they hold their property
in terns of the gas interests and the mneral interests nore
dear than ny client is willing to pay. Generally speaking,
we don’t acquire surface. We don’t buy houses. We don’t buy
homes and just to kind of respond in a summary sense to the
issues that they’ve raised, we attend to our responsibilities
in regard to ground water. W reclaimour facilities
ultimately and just as they have a right to value their
interest, we have a right to value ours and we clearly are at
| oggerheads as to what the value of those interests are and
we don’t have an agreement.

MARTHA WLLIAVS: May | respond to that?

BENNY WAMPLER: Wel |, go ahead.

MARTHA W LLI AMS: Sir, don’t you think a human life

is nmore valuable than a fewmllion gas...gallons of gas?
(No audi bl e response.)

MARTHA WLLI AVS: See, we are not...we are not just

talking...l know your company don’t buy houses, surface and
all of that.

VMEMBER OF THE AUDI ENCE: Sone of them they do.

MARTHA W LLI AMS: That’s why we are asking...that’s

why we are here today. W are telling you this is too nuch
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of a hardship on our famly nenbers. |[|f your conpany is not
willing to pay for this, then get off the property. Gve us
the option to find sonebody who can. | understand what you

are saying, but I'm speaking for my family members. This is
their lives.

MARK SWARTZ: | understand where you are---.

MARTHA W LLI AVS: This water is poison. They should

not have to drive their cars forty-eight mles to get
drinking water. Thirty mles to wash their clothes. This is
very...just so your conmpany can get richer and bigger and a
bi gger giant than what they are now

SARAH DAY: The way it is set up, it is like even if
it goes into escrow, you just got to keep fighting and
fighting to get it.

MARTHA WLLI AVS: W are never going to get anything

out of it and you know that. Qur grandchildren may get

sonet hi ng.

SARAH DAY: Well, if it keeps going like it is now
the...there won’t be no houses in Buchanan County.

MEMBER OF THE AUDI ENCE: Well, it will be there, but

there won’t be no people.
SARAH DAY: There will not be nobody. It will just

be a dark out. The houses will be ruined.
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MARTHA WLLIAVS: |If you have driven through...if

you have driven through Buchanan County, you know what the

poverty level is and if you want...if you want to cone with
me, | can show you sone open nmine sites and how it got this
way.

MARTHA SM TH: But we tried to fight this out before

they got a permit, but we couldn’t do it. They wouldn’t
listen to us.

MARTHA W LLI AMS: That’s why that...that’s why we

are asking that these pit permts be denied until we can work

out sone way...sone understanding that everybody can live

Wit h.

MARTHA SM TH: All of the water is...the chemcals
that they are putting in the water...in the wells that they
are drilling, all the chemcals and things that go in there.

So, it is ruining everybody’s water. It is destroying their
homes. Their floors is breaking through. The walls is
cracking down with all of this stuff that they are doing. |
mean, people just has just got to nove out of their hones.
They don’t have no place else to go.

MARTHA W LLI AMS: Well, we feel |ike---.

MARTHA SM TH. But they are not getting anything out

of it.
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MARTHA W LLI AMS: We feel that it is tine for

sonebody to nake a stand. W grew up watching this and we
are just tired of it. Qur famly has suffered nmany hardshi ps
down through the years. W grew up in poverty because they
took the coal from my grandpa and they didn’t pay him for it.

I...TI don’t know. I think we have better values. This is
Anerica where we honor the flag. This is the land of mlk
and honey except it just depends on who has the mlk and the
honey or who has the noney.

BENNY WAMPLER: Well, I'm sure not going to promise

you something, you know, I can’t deliver you.

MARTHA WLLIAVS: | am not asking you to prom se ne.

| amjust nerely wanting to state the facts. | want you to
know what we are dealing with and what you have to deal wth.
SARAH DAY: W would like to get it changed until
this coal company don’t have all the rights. That’s what we
are tal king about. The coal conpany has got all the rights
and the people just have to keep fighting and keep fighting.
It has been...what they’ve got. plus what they would get out
of it, to keep fighting them back and that shouldn’t be. If
they get this, why, they should pay for it.
MARTHA SM TH. Once they get a permt, though, they

can go on in. That permt. See, they can go on in and then
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that’s what tears up people’s homes, their water, it damaged

t he whol e place. But Buchanan County is not like it was when
| was a little girl. | nean, it is...it is a sore eye to

| ook at. It is ridiculous and nobody wouldn’t believe it

unl ess they just went, maybe for a day, and go over and | ook.
You woul d think, Lord have nmercy, how would this...how would

this place becone such a unlivable place and it used to be
beautiful. But is isn’t any more. But I appreciate you all.
| really do.

BENNY WAMPLER: Wel |, thank you for...thank you for

coming and we’ve...you know, I know as far as the record
goes, the recorder typically has who said what and when and
all that and I’ve not made you come up here every time you’ve
tal ked and state your nane and all those kinds of things, but
we will have a recording as best as she could pick up with
what went on, but it won’t say who said what and all of those
kinds of things |like we usually do. | think that, you know,
the message that you wanted to get across, you’ve had an
opportunity to do that and that’s what you wanted to make
sure that the Board heard, as | understood you, and we
appreci ate that very nuch

MARTHA SM TH: That’s right.

MARTHA W LLI AMS: Yes, sir. That’s true.
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BENNY WAMPLER: Thank you. Any other questions from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Did you have anything further on

this, M. Swartz?

MARK SWARTZ: No.

BENNY WAMPLER: Do we have a notion?

(No audi bl e response.)

BENNY WAMPLER. Do you want to summari ze your

request to the Board, M. Swartz?

MARK SWARTZ: W are requesting that the Board poo

an eighty acre Cakwood | unit. The unit is S-35. There are
three groups of respondents having an interest to be pool ed
of roughly one point four percent in the unit and that is our
request.

BENNY WAMPLER: Do | have a notion?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

(No audi bl e response.)

BENNY WAMPLER: Wth no notion.

(The nmenbers di scuss things anong thensel ves.)

BENNY WAMPLER: 1’11 just ask you to poll the Board.

Just call their nanes.
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(The Court Reporter polled each nenber of the
Board. Responses are: Richard Glliam- Approve; Max Lew s
- abstain; Benny Wanpler - Approve; Bill Harris - Approve.)

BENNY WAMPLER: Ckay. The application is approved.

The next itemon the agenda is a petition from
Equi t abl e Resources Energy Conpany for pooling of a coal bed
met hane unit identified as VC 2356, docket nunber GOB-98-
0915- 0682, and we’d ask the parties that wi sh to address the
Board in this matter to cone forward at this tine.

(A di scussion about a break. Decided to keep
goi ng. Everyone gets organi zed to continue.)

BENNY WAMPLER: Are you ready?

JI' M KI SER  Ready.
BENNY WAMPLER: | f you will, just identify yourself.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Equitable Resources Energy Conpany.
Qur witnesses in this first matter and the matters that
follow will be Mr. Dennis Baker and Mr. Bob Dahlin. I’d ask
that they be sworn at this tine.

(Al witnesses are sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.
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DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, could you state your nane for the
record, who you're enployed by, and in what capacity?

A My nane is Dennis R Baker. |'m enployed by
Equi t abl e Resources Energy Conpany as Seni or Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area, that being
the area for the unit for VC 23567

A Yes, it does.

Q And are you famliar with Equitable's
application for seeking of a pooling order for EREC well

nunmber VG 2356, which was dated August 11, 19987

A Yes.
Q s Equitable force...seeking to force poo
the drilling rights underlying the spacing unit as depicted

at Exhibit A that being the plat to the application?
A Yes, it does.
Q And does the location proposed for wel

nunber VG 2356 fall within the Board’s order for the Roaring
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Fork coal bed gas field?

A Yes.

Q Ckay. Now, prior to filing the application,
were efforts nade to contact each of the respondents |isted
in Exhibit Bin an attenpt nade to work out an agreenent
regardi ng the devel opnent of the unit?

A Yes, it was.

Q Does Equitable own drilling rights in the
unit involved here?

A Yes, we do.

Q What is the interest of Equitable in the gas
estate in the unit?

A The interest |l eased to Equitable in the gas
estate is 100 percent.

Q Ckay. And what is the interest of Equitable
in the coal estate within the unit?

A The interest |l eased to Equitable in the coal
estate is 85.36 percent.

Q Now, are all the unleased parties set out in
the Revised Exhibit B that you’ve submitted to the Board?

A Yes, that’s correct.

Q And subsequent to the filing of the

application, did you continue to attenpt to reach an
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agreenent with all respondents |isted at the Revi sed Exhibit
B?

A Yes.

Q As a result of those efforts, were you able
to obtain any additional |eases?

A No, we were not.

Q As such, M. Baker, what was the reason for
submtting the Revised Exhibit B?

A The Revi sed Exhibit B has one additional
name that was inadvertently left off of the Exhibit B in
filing wth the application. The individual is shown on page
six, Conrad Beam It was discovered in a matter of a couple
of days. Tinely notice was sent and Revi sed Exhi bit show ng
hi s name was furnished.

Q So, M. Baker, we do have tinely notice of
M. Beamand a green card on file showi ng that he received

the application package?

A That is correct.
Q Ckay. Now...so, now the current state of
the drilling rights within the unit in the gas estate is 100

percent | eased and 14. 64 percent of the coal estate renains
unl eased?

A. That is correct.
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Q Were diligent...were reasonable and diligent
efforts made, and sources checked to identify and | ocated any
unknown heirs, including primary sources such as deed
records, probate records, assessor’s records, treasurer’s
records and secondary sources such as tel ephone directories,
city directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in the Revised Exhibit B?

A Yes, it was.

Q And are the addresses set out in Revised
Exhibit B to the application the | ast known addresses for the
respondent s?

A Yes, it is.

Q Are you requesting this Board to force poo

all the unleased interest listed in revised Exhibit B?

A Yes, we are.
Q M. Baker, are you famliar with the fair
mar ket value of drilling rights in the unit involved here and

in the surroundi ng area?
A Yes, | am

Q Coul d you advise the Board as the what those
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are?
A A five dollar ($5)a per acre considerati

one-eighth of eight-eighth royalty, and a five year term

on,

Q Did you gain this famliarity by acquiring
oil and gas | eases, coal bed net hane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surroundi ng area?

A Yes.

Q I n your professional opinion, do the terns
you have testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling

rights within this unit?
A Yes.

Q Now, as to the respondents |listed in at

Revi sed Exhibit B who have not voluntarily agreed to | ease,

do you recommend that they be allowed the follow ng options

Wth respect to their ownership interest wwthin the unit

one, participation; twd, a cash bonus of five dollars ($5)

per net mneral acre plus a one-eighth of eight-eighths
royalty; three, in lieu of a cash bonus, a one-eighth of
eight-eighths royalty share in the operation of the well

carried bases as a carried operator under the follow ng

on a

conditions: Such carried operator shall be entitled to the
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share of production fromthe tracts pooled accruing to his

i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal, (A) - Three hundred (300)
percent of the share of such costs applicable to the interest
of the carried operator of a | eased tract or portion thereof;
or (B) - Two hundred (200) percent of the share of such costs
applicable to the interest of the carried operator of an

unl eased tract or portion thereof?

A. Yes, that’s correct.

Q Do you recommend that all el ections be nade
in witing by respondents and sent to the applicant at
Equi t abl e Resources Energy Conpany, Eastern Region, P. O Box
1983, Kingsport, Tennessee 37662, Attention: Dennis R
Baker, Regul atory?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning the force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that

if no witten elections is properly nmade by a respondent,
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t hen such respondent shall be deened to have el ected cash
royalty option in lieu of participation?

A Yes.

Q And shoul d all unl eased respondents be given
thirty (30) days fromthe date of the recording of the Board
order to file their witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given forty-five (45) days to pay
the applicant for the respondent’s proportionate share of
wel | cost?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that parties share of
conpleted well costs?

A Yes, we do.

Q Shoul d the applicant be all owed a hundred
and twenty (120) days follow ng the recording date of the
Board order, and thereafter, annually on that date, until
production is achieved to pay or tender any cash bonus
becom ng due under the order?

A Yes.

Q Do you recommend that the order provide that
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if the respondent elects to participate, but fails to pay
their proportionate share of well costs satisfactory to the
applicant for paynent of such costs, then their election to
partici pant should be treated as having been w t hdrawn and
voi d and such respondent should be treated as if no
election...initial election had ever been filed under the
order?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within sixty (60) days
after the [ ast date on which such respondent coul d have paid,
or made satisfactory arrangenents for the paynent of those
wel | costs?

A That’s correct.

Q M. Baker, do we have a conflicting clai mant
situation in this unit?

A Yes, we do.

Q So, do you recommend that the operator pay
into an escrow account created by this Board into which al
cost or proceeds attributable to the conflicting interest

shall be held for respondent’s benefit until such funds can
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be paid to party by order of the Board or until the title
defect or conflicting claim is resolved to operator’s
satisfaction?

A Yes.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Resour ces Energy Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(M. Glliamindicates he would |like to ask a
question.)

BENNY WVAMPLER M. G | Iiam

RI CHARD G LLIAM | make a noti on.

BENNY WAMPLER: Well, he is...they’ve got to call

M. Dahlin
RICHARD G LLIAM Onh. On.

BENNY WAMPLER: Wbul d you | ook at page six of six on

your Revised Exhibit B and just clarify one thing for ne. |Is
that...I’”11 wait till you get there. In your acreage and
unit unl eased, is that supposed to be 31.71?

JIM KI SER Under acreage and unit. No, it is an
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eighty (80) acre unit. 1It’s Roaring Fork.

DENNIS R BAKER. No. It is an eighty (80) acre

unit.

BENNY WAMPLER: Ckay. We had...| had circled that

on the first one. You had 3171 on the first one.
JIM KISER The first one was w ong.
DENNI S R BAKER: The first one. It was i ncorrect

t hen.
JIMKISER The first one was incorrect.
BENNY WAMPLER: | just wanted to clarify the---.
JIM KI SER Thank you. The Revised Exhibit is
correct.

BENNY WAMPLER: Ckay.

ROBERT A. DAHLIN, |

havi ng been duly sworn, was exam ned and testified as
fol | ows:

QUESTI ONS BY MR KI SER

Q M. Dahlin, could you state your nane for
t he Board, who you are enployed by and in what capacity?
A My nane is Robert A Dahlin, 1I1. [I'm

enpl oyed by Equitabl e Resources Energy Conpany, as a
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Producti on Speci ali st.

Q And your qualifications as a expert w tness
operations and production have previously been accepted by
t he Board?

A That’s correct.

Q And do your responsibilities include the
| and i nvolved here with this unit and in the surroundi ng
area?

A Yes.

Q And are you famliar with the proposed plan
of devel opnent for this well?

A Yes, | am

Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A One thousand two hundred and seventy (1, 270)
feet.

Q And will this be sufficient to penetrate and
test the conmon sources as supplied in the subject

formati ons?

A Yes.

Q What are the estimated reserves of this
unit?

A W expect to encounter two hundred and fifty
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mllion (250,000, 000) cubic feet of gas.

Q And are you famliar with the well costs for
t he proposed well under the plan of devel opnent?

A Yes, | am

Q Has an AFE been revi ewed, signed and
submtted to the Board?

A Yes.

Q And was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes, it was.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the costs under the
applicant’s plan of development?

A Yes.

Q Could you, at this time, state for the Board
both the dry hole costs and conpleted well costs for well VG
23567

A The dry hole costs are forty-seven thousand
dollars ($47,000), with a conpleted well cost of one hundred
thirty-eight thousand and three hundred dollars ($138, 300).

Q And do these costs anticipate a nmultiple
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conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q M. Dahlin, in your professional opinion
will the granting of this application be in the best interest
of conservation, the prevention of waste and the protection
of correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be
approved as submtted.

BENNY WAMPLER: Do | have a notion?

RICHARD G LLIAM | make a notion that we approve.

BENNY WAMPLER, Motion to approve. Second.

MAX LEWS: | second.
Bl LL HARRI S: Second.
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BENNY WAMPLER: All in favor signify by saying yes.

(Al'l menbers indicate in the affirmative.)

BENNY WAMPLER. Qpposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is petition for Medical Resources Energy Conpany
for cooling a coal bed nmethane unit identified as VC 3356.
This is docket nunber GOB-09-09/15-0683. We’d ask the
parties that wish to address the board in this matter to cone
forward at this tine.

JIMKISER M. Chairman, nmenbers of the board, Jim
Ki ser again on behal f of Equitable Resources Energy Conpany,
our witness again in this matter will be M. Baker and M.

Dahlin. 1I’1l1 remind them that they’ve been previously sworn.

BENNY WAMPLER: The record will show there are no

ot hers, you may proceed.

DENNI S R. BAKER

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, could you again state your nane

for the record, who you’re employed by, and in what capacity?
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A My nane is Dennis R Baker. |'menployed by
Equi t abl e Resources Energy Conpany as Seni or Landman.

Q And do your responsibilities include the
land involved in this unit and in the surroundi ng area?

A Yes, it does.

Q And are you famliar with Equitable's
application seeking of pooling order for EREC wel|l nunber VC
3356, which was dated August 11, 1998?

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A,
the plat to the application?

A Yes, | am

Q Does this location proposed for well nunber
VC- 3356 fall within the Board’s order for the Nora coalbed
gas field?

A Yes, it does.

Q Now, prior to filing the application, were
efforts nade to contact each of the respondents in an attenpt
made to work out an agreenent regardi ng the devel opnent of
the unit?

Yes.

Q Does Equitable own drilling rights in the
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unit here?

A Yes, we do.

Q What is the interest of Equitable in the gas
estate wwthin the unit?

A The interest |l eased to Equitable in the gas
estate is 99.35 percent.

Q And what is the interest of Equitable in the
coal estate within the unit?

A The interest leased in the coal estate is
100 percent.

Q Are all the unleased parties set out at
Exhibit B to the application?

A Yes, they are.

Q And subsequent to the filing of the
application, did you continue to attenpt to reach an

agreement with the .65 percent of the gas estate that’s

unl eased? A Yes.
Q As a result of those efforts, were you able
to obtain any additional |eases?

A Not at this tine.
Q So the present status of the drilling rights
underneath this unit is 100 percent of the coal |ease, of the

coal estate’s under lease and .65 of the gas estate remains

141



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

unl eased?

A That’s correct.
Q We’ve got some unknown heirs here, Mr.
Baker. Were |...were reasonable and diligent efforts nade

and the sources checked to identify those unknown heirs
including primary sources such as deed records, probate
records, assessor’s records, treasurer’s records, and
secondary sources such as tel ephone directories, city
directories, famly, and friends?

A Yes.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned

herei n?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the

respondent s?
A Yes, it is.
Q Are you requesting this Board to force poo

all the unleased interest listed in Exhibit B?

A Yes.
Q And are you famliar with the fair market
value of drilling rights in the unit involved here?
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Yes, | am
Q Coul d you advise the Board as the what those
are?
A A five dollar ($5) per acre consideration,

five (5) year term one-eighth of eight-eighths royalty.

Q And you gained your famliarity by acquiring
oil and gas | eases, coal bed net hane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A Yes.

Q I n your professional opinion, do the terns
you have testified to here represent the fair market val ue of

and the fair and reasonabl e conpensation to be paid for

drilling rights wwthin this unit?
A Yes.
Q Now, Mr. Chairman, at this time, we’d ask

that the testimony taken from our previous hearing, it’d be
9809150682 regardi ng the options afforded any unl eased
respondents and their tinme periods in which to make and
confirmthose el ections be incorporated.

BENNY WAMPLER: They’11 be incorporated.

Q M. Baker, in this particular unit, we have

both conflicting clains to the coal bed net hane and unknown
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...unknown heirs and interests, so do you recommend that the
operator pay into an escrow account created by the Board, al
costs or proceeds attributable to the conflicting claimnts
or unknown interests of whether they should be hel ped or
respondent’s benefit until such funds can be paid to the
party by order of the Board or until the conflicting claimis
resolved to the operator’s satisfaction?

A That’s correct.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Resources Energy Conpany.

Q Not hing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions fromthe remai nder of the

Board? Call your next w tness.
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ROBERT A. DAHLIN, 11

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, could you state your nane here,
enpl oyed by, and what capacity?

A My name is Robert A. Dahlin, II. I'm
enpl oyed by Equitabl e Resources Energy Conpany as a
Production Specialist.

Q And your qualifications as an expert in such
an area have been previously accepted?

A That’s correct.

Q And your responsibilities include the |and
involved in the unit here?

A Yes.

Q Are you famliar with the applicants
proposed pl an of devel opnent for this well?

A Yes.

Q What is the total depth of the well under
the plan of devel opnent ?

A Two t housand six hundred and thirty (2, 630)
feet.

Q And this will be sufficient to penetrate and
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test the conmon sources as supplied in the subject

formati ons?

A Yes, it wll.

Q What are the estimated reserves for this
unit?

A Four hundred and fifty mllion (450,000, 000)

cubic feet.

Q Are you famliar with the well costs for the
proposed well under the plan of devel opnent?

A Yes.

Q As such, has an AFE been revi ewed, signed
and submtted to the Board?

A Yes.

Q Was this AFE prepared by an engi neeri ng
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes, it was.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes.

Q At this tinme, could you state for the Board
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both the dry hole costs and the conpleted well costs?

A The dry hole costs are ninety thousand ni ne
hundred and fifteen dollars ($90,915), with a conpleted well
cost of one hundred ni nety-one thousand ei ght hundred dollars
($191, 800) .

Q Now do these costs anticipate a nmultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes, it wll.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Questions from nenbers of the Board?

BILL HARRIS: M. Chairman, |et ne ask a question.

BENNY WAMPLER: Yes.

BILL HARRI' S: Bob, | have a question about, you may

not be able to answer this because the...the folks in
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Buchanan aren’t here and I was just sort of looking,
conparing figures and | guess you’re not supposed to do this,
but I know we’re talking about different entities. On your
...this is just informational for me, on your AFE where we
have fracing, about how much of this, if...if | were to say
this is the cost of fracing, | noticed that you’ll have this
spel l ed out as acidi ze, and squeeze, and tank rental, and
conpletion and so forth---.

ROBERT DAHLI N: Ri ght.

BILL HARRIS: ---do | go down to about drilling frac

fluid di sposal sonewhere down in that nei ghborhood, do you
think? I’m just trying to get a feel.

ROBERT DAHLIN: On page two (2)---.

BILL HARRI S: Yeah.

ROBERT DAHLI N: ---of our treatnent---.

BILL HARRIS: Starts at thirteen thousand (13, 000).

ROBERT DAHLIN. ---typically...typically, what we

do is a foaned sand transported type of a treatnent. It may
be different if we’re drilling a conventional well that’s in
a big line in which case we acidize, but on all our coal
wells, you’ll see this typically broken down acidize frac,
which is the fluid end and the other is carbon di oxi de and

nitrogen, so the two figures of thirteen thousand (13, 000)
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and twel ve thousand dollars ($12,000) are basically our frac
costs. There are sone tank rentals on coal bed net hane wel s,
that’s typical for us. We do a single stage, limited entry
conpl etion and we...we’ve done most of the wells like that.
So, nost of the tinme ours will ook like this.

BILL HARRI S: Ckay. Ckay. But, costs total twenty-

five (25) thirty-five (35) thousand.
ROBERT DAHLIN: Typically for the frac job, yes.

Sone incidentals for sone fluid to be gathered, tanks to be
rented and then the service rig to take the fluid back out if
it doesn’t flow back. So, basically you’re looking at

twenty-five thousand dollars ($25, 000).

Bl LL HARRI' S: Thank you. The reason | asked the
questions | just...and again, this is probably not an
appropriate time, but since I'm into this, let me just

coment, | had just |ooked at the other well that we had

di scussed earlier, the S-35 and | know conditions are
different or whatever, but that depth was ni neteen hundred
(1,900) feet, and was a seventy thousand dollar ($70, 000)
bracket. I don’t know if we’re comparing apples to apples
but when | | ooked and that and | thought, "Wah," you know,
there’s something...someone’s not doing something or someone

is or either...and then that’s why I was asking you, what’s
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i n your opinion---.

ROBERT DAHLI N: I really can’t speak to how
their...their design is, you know. Al | can tell you is,
this is a typical size and type of frac for us that we apply
to our limted entry jobs.

BILL HARRIS: Is that contracted out? Do you al
contract the fracing part or do you all do that yourselves?

ROBERT DAHLIN: It’s...it’s performed by a service
company, but we have...it’s Jjust like everything else we do,
we have personnel that sits on the jobs and supervises it, or

|ately, things are done with telenetry and we have a nonitor
in the office that watches the job as it goes on the field.

Bl LL HARRI S: Thank you.

BENNY WAMPLER: O her questions?

TOM FULMER: Chairman, | just want to follow up
with that. There’s a lot of factors involved in fracing and
stinulating that one conpany nmay do, that another conpany may

not. You get into cost per horsepower and the horsepower you
got out there, how much sand you put in there and how nuch
wat er you put in there, how many zones are fraced. So it
woul d vary between situations and not by commtting the cost
anal ysi s.

BILL HARRIS: No, no. No, | was just saying | may
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not be comparing apples to apples and that’s why---.

TOM FULMER: It’s hard to do when you’re talking

about hydraulic fracing what you typically do, except for
costs. (lnaudible). It may vary after that, it may be fifty
t housand dol | ars ($50, 000) versus seventy thousand doll ars
($70,000), or it may be eighty thousand dollars ($80, 000)
versus fifty thousand dollars ($50, 000).

BENNY WAMPLER: Ri ght .

TOM FULMER: It depends on the situation in regards

to the stimulation process.

Bl LL HARRI S: But, there’s no numbers that we can

| ook at on the average for the industry that we say, oh, this
IS reasonable or this isn’t reasonable---
MAX LEWS: Ball park figures maybe.

BILL HARRI S: I’'m sorry, what’s that?

ROBERT DAHLIN: Again, Bill, what...what we have

found, I mean, we’ve been operating coalbed methane now for
quite a while, so we’ve...we’ve defined our econom cs, you
know, every year and we...we’ve run production logs after the
fact. We’ve identified the zones that we think are most
likely to produce and then we | ook at the horsepower

requi renents at the surface that acconplishes the stinulation

of the zones that we think we need to treat and, like | said,
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ours 1s a single stage of one...there’s one time that you
punp at the surface, but we are treating many different

zones. So, if we were to take that into a two-stage or

t hree- stage job, we’d easily add another increnental fifteen
(15) per stage at least. But, just...just to elaborate a
little further, this is a seven and a half m nute quadrangl e.
The well that we’re looking at right here is this one. We’re
offsetting all our owm wells, you know, P7, PC7, you know,
that kind of gives you the...how old the well is that we’re
going to be offsetting. We know what we’re going to be
producing. If this was a more rank wildcat and we didn’t
know the contributions per seans, we nay...we nay elect to
produce (inaudible) the | ower ones and test them produce the
m ddl e ones and test them keep on going up, but this is a

t horoughly devel oped area and this is where we refined our
econom cs down to where we can do it as cheaply as possi bl e.

Bl LL HARRI' S: Robert, I appreciate it. I'm

convinced. Like I said, this probably isn’t the appropriate
question for you, but | thank you.

TOM FULMER: I think it’s very appropriate.

BILL HARRIS: Well, | nean, to ask one person, but

I'm not, and again I'm not trying to compare numbers, but I'm

just trying to get a feel for when I see your all’s numbers
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and | see nunbers fromother folks and there seens to be a
large difference. I’'m just trying to get a feel for why
there’s a large difference. And, again the other...the other

folks aren’t here to ask gquestions.

BENNY WAMPLER: Any ot her questions? Do you have

anyt hing further?

JIM KI SER: Mr. Chairman, we’d ask that the
application be approved and subm tted.

MAX LEWS: | make a notion to approve the
application as presented.

RI CHARD G LLIAM | second it.

BENNY WAMPLER: Second any further discussion.

(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify in the affirmative.)

BENNY WAMPLER. Opposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval

The next itemon the agenda is a petition from
Equi t abl e Resources Energy Conpany for pooling of a coal bed
met hane unit identified as VG 3899, docket nunber VGOB-09-15-

0684. We’d ask the parties that wish to address the Board in
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this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser again on behal f
of Equitabl e Resources Energy Conpany, our sworn w tnesses
will once again will be M. Baker and M. Dahlin

BENNY WAMPLER: Let the record will show there are

no others, you may proceed.

DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, could you again state your nane
for the record, who you’re employed by, and in what capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Resources Energy Conpany as Seni or Landman.

Q And do your responsibilities include the
land involved in the unit for VC-3899 and in the surroundi ng
area?

A Yes.

Q And are you famliar with the application
that Equitable filed seeking a pooling order for EREC well
nunmber VG- 3899, which was dated August 11lth, 19987
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A Yes.
Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A

the plat to the application?

A Yes, we are.

Q Is the | ocation proposed for well nunber VC
3899 fall within the Board’s order for the Nora coalbed gas
field?

A Yes.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents in an attenpt
made to work out a voluntary | ease agreenent regarding the
devel opnent of the unit?

A Yes, it does.

Q As such, does Equitable own drilling rights
Wi thin the unit invol ved here?

A Yes.

Q What is the interest of Equitable in the gas
estate within the unit?

A The interest leased in the gas estate is
99. 66 percent.

Q And what is the interest of Equitable in the

coal estate in the unit?

155



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A The interest leased in the coal estate is
100 percent.

Q Are all the unleased parties set out at
Exhibit B to the application?

A Yes.

Q And subsequent to the filing of this
application, have you continued to attenpt to reach an
agreement with the .34 percent of the gas estate that’s
unl eased and listed as unl eased in Exhibit B?

A Yes.

Q As a result of those efforts, were you able

to obtain any additional |eases?

A No, we have not.

Q So, at this point and tine the coal estate
is 100 percent | eased and the gas estate has .34 percent
unl eased?

A That’s correct.

Q We do have an unknown party in Tract Three
of the gas estate. Wre reasonable and diligent efforts nmade

and the sources checked to identify and | ocate this unknown
heir including primary sources such as deed records, probate
records, assessor’s records, treasurer’s records, and

secondary sources such as tel ephone directories, city
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directories, famly, and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit to the application?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the [ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo
all the unleased interest listed in Exhibit B to the

application?

A Yes, we are.
Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

Q Coul d you advise the Board as to what those
are?

A A five dollar ($5) per acre consideration,

five (5) year term one-eighth of eight-eighths royalty.

Q I n your professional opinion, do the terns
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you have testified to represent the fair market val ue of, and
the fair and reasonabl e conpensation to be paid for, drilling
rights within this unit?

A Yes.

JIMKI SER: Mr. Chairman, at this time, we’d ask
that the...once again, that the testinony regarding the
options afforded any unl eased respondents and their tine
periods in which to respond to those that was previously
t aken VGOB docket nunber 95...1 nean, 98---.

MR WAMPLER: 98.

JIMKISER  ---09-15-0682 be incorporated.
BENNY WAMPLER: That wi || be incorporat ed.

Q Ckay. We have a conflicting clai mant
situation on the coal bed nethane tract three of this unit, is
that correct, M. Baker?

A Yes, it is.

Q And as such, do you ask that the an escrow
account created by the Board into which all costs or proceeds
attributable to the conflicting interests shall be held for
the respondent’s benefit until such funds can be paid to the
party by order of the Board or until the conflicting claimis

resolved to the operator’s satisfaction?

A. Yes.
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Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Resources Energy Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Questions fromthe nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

ROBERT A. DAHLIN, 11

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, if you could again state your
name, who you are enpl oyed by, and what capacity?

A My name is Robert A. Dahlin, II. I’'m
enpl oyed by Equitabl e Resources Energy Conpany, as a
Production Specialist.

Q And do your responsibilities include the
 and i nvolved for this unit?

A. That’s correct.
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Q Are you famliar wth the proposed plan of
exploration for the well here?

A Yes.

Q And what is the total depth of the proposed
well under the applicant’s plan?

A One thousand ei ght hundred and twenty-five
(1, 825) feet.

Q And this will be sufficient to penetrate and
test the common sources as supplied in the subject

formati ons?

A Yes.

Q What are the estimated reserves for this
unit?

A Four hundred and fifty mllion (450, 000, 000)

cubic feet.

Q Ckay. Now, are you famliar with the well
costs for the proposed well under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board along with application?

A Yes, it has.

Q Was this AFE prepared by an engi neering

depart nent knowl edgeable in the preparation of AFEs and
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know edgeable in regard to well costs in this area?

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs under the
applicant’s plan of development?

A Yes, it does.

Q Coul d you state at this tinme what the dry
hol e costs and the conpleted well costs are?

A The dry hole costs in this case are sixty-
t hree thousand three hundred and ei ghty-nine dollars
($63,389), with a conpleted well cost of one hundred seventy-
t hree thousand one hundred dollars ($173, 100).

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, it does.

Q Does your AFE include a reasonabl e charge

for supervision?

A Yes.
Q I n your professional opinion, M. Dahlin,
wll the granting of this application be in the best interest

of conservation, the prevention of waste and the protection
of correlative rights?

A. Yes.
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JIMKI SER  Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: Mr. Chairman, we’d ask that the
application be approved as submtted.

MAX LEWS: | make a notion we approve the
application as submtted.

Rl CHARD d LLI AM | second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify in the affirmative.)

BENNY WAMPLER. (Opposed say no.

(No audi bl e response.)

BENNY WAMPLER, You have approval. Thank you. The

next itemon the agenda is a petition from Equitable
Resources Energy for nodification of a previously pool ed
conventional gas unit identified V-2691, docket nunber GOB-

98-02/17-0623-01. We’d ask the parties that wish to address
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the Board in this matter to cone forward at this tine,
pl ease.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser on behal f of Equitable Resources Energy Conpany.
Qur witnesses in this matter again wll be M. Baker and M.
Dahlin. This was a well that we previously pooled, a
conventional well we previously pool ed back in February of
this year. The Board order was dated March 23, 1998. A
suppl enental order was filed and recorded July 6, 1998.
Subsequent to that, Jack Kennedy, who you all probably al
know, is the Clerk in Wse County, pointed out to us sone
additional heirs to the Tract Nunber Ei ght under the Vern
Scott Porter heirs that we had not included in the origina
force pooling. W have attenpted to obtain | eases fromthose
fol ks. W have gotten, | guess, one of the three | eased. W
al so noticed M. Canpbell Linbird Cordell because it did
affect...he was a | eased party to the original force pooling,
but it did affect his interest. So, he received notification
of this nodification and at this tine we are here to pool the

interest of the other two additional heirs.

DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
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foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, could you again state for the
Board your name, who you’re employed by, and in what
capacity?

A My nane is Dennis R Baker. [|'m enployed by
Equi t abl e Resources Energy Conpany as Seni or Landman.

Q And do your responsibilities include the
| and invol ved here for the unit for V-2691?

A Yes.

Q And are you familiar with Equitable’s
application to nodify to a previous Board order and seeking a
new pool ing order for EREC well nunber V-2691, which was
dated August 11, 1998?

A Yes.

Q And does Equitable own drilling rights in
the unit involved here?

A Yes, we do.

Q And does this proposed unit depicted at
Exhibit A that being the plat to the application, include
all acreage within twenty-five hundred (2,500) feet, that

being a twelve hundred and fifty (1,250) foot radius of the
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proposed wel |l nunber V-26917?

A Yes.

Q Now, prior to filing this application, did
you nmake an attenpt to contact each of the new respondents in
an attenpt to work out a | ease with thenf

A Yes, | did.

Q And at the tinme that we filed this
application, what was the new | eased interest of Equitable
within the unit?

A At the tinme of the nodification...
application for nodification we had 98. 64 percent under
| ease.

Q And are you famliar with the ownership of
drilling rights of parties other than Equitable underlying
this unit?

Yes, | am

Q And so what interest remai ns unl eased at
this time? Wat percentage of interest renmains unl eased?

A At the tine of application it was 1.36
percent. Today at the tine of the hearing we had .95 percent
unl eased.

Q Ckay. Could you point out to the Board what

addi tional |eases you have been able to obtain during the
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time period between the filing of the application and the
heari ng today?

A Yes, on page three of the Revised Exhibit,
the interest leased is Janmes R Porter and Mary Ell en Porter.

Q And they represent one of the three
additional heirs that were pointed out to us by M. Kennedy?

Yes.
So, could you state again for the Board and
for Mss Riggs what the unl eased percentage is at this tine?

A The unl eased percentage in the unit is .95
percent .

Q And are all remaining unl eased parties set
out in our Revised Exhibit B that you’ve handed out to the
Board this norning?

A Yes.

SANDRA RI GGS: Wbul d you nane the heirs that

entitled to nmake an el ection under the nodification?

JIMKISER Sure. The heirs entitled to make an
el ection under the nodification would be Bobby Lee Kennedy
and Shirley Faye G Il enwater and her husband, Bill R
Gllenwater.

SANDRA RI GGS: Ckay.

Q M. Baker, are the addresses set out in the
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Revi sed Exhibit B to the application the |ast known addresses
for the respondents?

A Yes.

Q Are you requesting this Board to force poo

the unl eased interest of both Bobby Lee Kennedy and Shirl ey

Faye and Bill G Il enwater?

A Yes.

Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

Q Coul d you advise the Board as the what those
are?

A A five dollar ($5) per acre consideration,

five (5) year term one-eighth of eight-eighths royalty.

Q I n your opinion, do the terns you have just
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIMKI SER: Mr. Chairman, at this time, we’d ask
that the testinony taken previously in our first hearing

t oday 98-09/15-0862 regarding el ection options afforded the
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unl eased parties and their tinme in which to respond to those
options be incorporated.

BENNY WAMPLER: They wi || be i ncorporat ed.

Q Ckay. M. Baker, do we have any unknown
interest in this unit?

A I don’t believe so.

JIMKISER: T don’t think so either.

SANDRA RIGGS: Harry Porter on page five, he is

deened to | ease under the prior order

JIMKISER It is any of...any unl eased...any
interest that are still showi ng up as unleased in the Revised
Exhibit B with the exception of Bobby Lee Kennedy and the
G |l enwaters woul d have been pool ed under the prior order in
March...recorded in March

Q So, we don’t need an escrow account for this
unit, M. Baker?

A No.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Resources Energy Conpany.

JIMKISER No further questions of this wtness at
this time, M. Chairman.

BENNY WAMPLER: Questions fromthe nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

ROBERT A. DAHLIN, I1.

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, state your nane, who your are
enpl oyed by, and what capacity?

A My name is Robert A. Dahlin, II. I'm
enpl oyed by Equitable Resources Energy Conpany as a
Production Specialist.

Q And you have testified previously on the
force pooling hearing for this well back in February of this
year ?

A That’s correct.

Q And you famliar...has the proposed plan of
devel opnent changed at all?

A No, it has not.

Q And what is the total depth of the wel

under the plan of devel opnent?
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A Fi ve thousand twenty-nine (5,029) feet.

Q And is the applicant requesting the force
pool i ng of conventional gas reserves here not only to include
t he designated formations, but any other formations excl uding
coal formations which may be between those formations

designated fromsurface to total depth drilled?

A That’s correct.

Q And what are the estinmated reserves of this
unit?

A Five hundred mllion (500,000, 000) cubic
feet.

Q And you are famliar with the well costs for

the well under the plan of devel opnent?

A Yes.

Q Is the AFE the sane as it was submtted back
in February?

A Yes, it is.

Q Coul d you state for the Board the dry hol e
costs and conpl eted well costs?

A The dry hole costs were one hundred and
thirty-two thousand six hundred (132,600) and the conpl eted
well costs were two hundred forty-five thousand doll ars

($245, 000) .

170



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Q And in your professional opinion, do those
costs and AFE that represent those costs provide a reasonabl e
estimate for this particular well under the plan of
devel opnment ?

A Yes, it does.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER;, Coul d you repeat the estimated

reserves, please. I didn’t hear you.
MAX LEWS: Five hundred mllion (500,000, 000).
ROBERT A. DAHLIN, I1: Five hundred mllion

(500, 000, 000) cubic feet.
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BENNY WAMPLER:. Ckay. Thank you. Any ot her

questions of this wtness?

SANDRA RIGGS: Wth respect to the nodification, the

only thing that’s changed is the adding of the two heirs and
to extend the right of election? Al other details are the
sanme as the original pooling order?

DENNI S R BAKER: We added three individuals.

SANDRA RI GGS: Leased one and will give the right of

election to the two unl eased new parties?
JIMKISER Right. Right.
DENNI S R BAKER Yes. Yes.

SANDRA RI GGS: But with respect to the details of

the well, that all remains exactly the sane?
JIM KI SER: Correct.

DENNI S R. BAKER: Yes, ma’am.

BENNY WAMPLER: Anyt hing further?

JIM KI SER: We’d ask that the application be
approved as submtted, M. Chairnman.

BENNY WAMPLER: Do we have a notion?

BILL HARRIS: M. Chairnan, | would nove for

approval of the application.

BENNY WAMPLER: Motion to approve. Second?

Rl CHARD d LLI AM | second.
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BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(AI'l nmenbers signify in the affirmative.)

BENNY WAMPLER: Qpposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Equitabl e Resources Energy
Conpany for a well |ocation exception for a conventional gas
unit identified as V-3953. This is docket nunber GOB-98-

09/ 15- 0685 and we’d ask the parties that wish to address the
Board in this matter to cone forward at this tine. | started
to say this is Don Hall exception

JIM KI SER: We don’t get to see him that much any

TOM FULMER: Look at it this way, you are expert.

BENNY WAMPLER: You’ve been out there, haven’t you?

ROBERT A. DAHLIN, Il : You’d better believe it.

JIMKISER M. Chairman, JimKiser on behal f of
Equi t abl e Resources Energy Conpany. Qur witnesses in this
matter will be M. Don Hall, who needs to be sworn, and M.
Dahl in who has been previously sworn.

(M. Don Hall is duly sworn.)
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BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON C. HALL

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, could you state your nane for the
Board and who you are enployed by and in what capacity?

A Don C. Hall. I’'m employed by Equitable
Resources Energy Conpany as a District Landman.

Q And have your qualifications on nmany
previ ous occasions as an expert witness in |land matters have
been accepted by the Board?

A Yes, they have.

Q And do your responsibilities include the
 and i nvol ved here for the unit for well V-3953?

A They do.

Q And are you famliar with the application
seeking a |l ocation exception for this well and the relief
...that we filed...dated August 14, 1998?

A. Yes, | am
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Q And have all interested parties been
notified as required by Section 4B of the Virginia Gas and
O |1 Board Regul ations?

A They have.

Q Now, could you indicate for the Board the
ownership of the oil and gas underlying the unit for well
nunber V-39537?

A Pine Mountain G| and Gas owns a 100 percent

of the oil and gas.

Q And have they given their approval to this
| ocation?

A They have.

Q And does Equitable have the right...we are

actually seeking a location fromthree different wells here,
is that correct?

A That’s correct.

Q And Equitable has the right to operate two
of the reciprocal wells with the third well being a old Pine
Mountain wel | ?

A That’s correct.

Q So, are there any...certainly wthin the
unit and even in the surrounding, are there any correl ative

rights issues?
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A. No, it is all Pine Muntain or under

| ease...and under |eased to us.

Q Okay. Now, in conjunction with the Exhibit

that you have submtted to the Board, could you in detai
explain why we are seeking this exception fromthese three
wells? First is...well, just go into your exhibit, if you
woul d.

A As you can see fromthe Exhibit, | have
3953, which is the subject well is highlighted in red or
pi nk. The three reciprocal wells that M. Kiser nentioned

are highlighted in blue. The area that’s highlighted in

yellowis a window in which a | egal |ocation could be placed

for this well. That w ndow was established by offsetting the

wells that are also highlighted in green in addition to the

wells that are in blue. To get a location in the nearest

poi nt of that w ndow, we would have to nove it into

the...sort of the Northwest corner there. The typography in

that area is fifty to sixty percent grade in there. It is
really steep and it is above a high wall. W nopve the

| ocati on down on an old strip bench there just bel ow t hat
corner. |If we put the |location anywhere else within that
w ndow, it would elimnate two future wells that we have

pl anned in that area. W have room for an additional well
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t he Sout heast corner of that...the yell ow wi ndow and the one
near the Northeast corner up near the line (inaudible), we
could place two...if we put the well in the mddle of this
w ndow or anywhere else in this wndow, we would elimnate
potentially two nore wells.

Q You would elimnate a well in the Sout heast
corner of your yellow section and the Northeast corner of
your yell ow section?

A Yes.

Q So, by seeking this |ocation exception
what...essentially what we are doing is trying to provide for
the nost efficient, econom c and optical cover recovery of

the reserves in this entire area?

A That’s correct.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

ROBERT A. DAHLIN, |

havi ng been duly sworn, was exam ned and testified as
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foll ows:

QUESTI ONS BY MR KI SER

Q M. Dahlin, once again could you state your
name for the Board, who you are enployed by and in what
capacity?

A Robert A. Dahlin, II. I’m employed by
Equi t abl e Resources Energy conpany, as a Production
Speci al i st.

Q Have you been accepted as an expert w tness

in that area many tines?

A Yes.

Q And are you famliar with the application
for the | ocation exception filed for well nunber V-3953?

A Yes, | am

Q In the event this |ocation exception is not
granted, would you project the estimted |oss of reserves
just under this unit, not even taking into account that if we
had to nove it to a legal location, we would | ose two ot her
uni ts?

A Ri ght. W have assigned five hundred
mllion (500, 000,000) cubic feet to this |ocation.

Q And what is the total depth of the well

under the plan of devel opnent?
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A Four Thousand ni ne hundred and fifty (4, 950)
feet.

Q And this will be sufficient to penetrate and
test the conmon sources as supplied in the subject
formati ons?

A Yes.

Q Are you requesting this |ocation exception
to cover conventional gas reserves to include the designated
formations fromthe surface to total depth drilled?

A That’s correct.

Q In your professional opinion, will the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights, and
maxi m zing the recovery of the gas reserves underlying the
unit for well nunber V-3953?

A That’s correct.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be
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approved as submtted, M. Chairnman.

RI CHARD G LLIAM Motion to approve.

BENNY WAMPLER: Got a notion to approve. Second?

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(AI'l nmenbers signify in the affirmative.)

BENNY WAMPLER: Qpposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you very

much.
JIM KI SER  Thank you, M. Chairnman.
DON C. HALL: Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Cabot G| and Gas Corporation for a
conventional gas unit identified as PM C A-4, docket nunber
G0B- 98- 09/ 15- 0686. We’d ask the parties that wish to address
the Board in this matter to cone forward at this tine,
pl ease. (Good afternoon.

JIMKISER M. Chairman, JimKiser on behal f of
Cabot O | and Gas Corporation. W are going to have several

witnesses in this natter. First, | would like to hand out to
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the Board some revised...we’ve got a revised Exhibit B, a
revised AFE, and a Resune fromM. Ot, who will be our
expert w tness on operations.

(M. Kiser hands out the exhibits.)

JIMKISER M. Chairman, at this tinme we would ask
that our three witnesses, M. Mke Pryor, Mss Carol Hoch and
M. Tom Ot be sworn.

(Al three witnesses are duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

JIMKISER M. Pryor will be our first wtness.

M CHAEL S. PRYOR, SR

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Pryor, could you please state your nane,
who you are enployed by and in what capacity?

A M chael S. Pryor, Sr. | am enpl oyed by
Cabot O | and Gas as an | ndependent Petrol eum Landman.

Q And do your responsibilities include the

| and i nvol ved here and in the surrounding area?
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A Yes.

Q And you have previously testified before the
Board as an expert witness in |and matters?

A Yes, | have.

JIM KI SER: Mr. Chairman, we’d ask that Mr. Pryor be
accepted as an expert wtness in those matters.

BENNY WAMPLER: W 't hout obj ecti on.

Q And you are familiar with Cabot’s
application for the establishnment of a drilling unit and
seeking a pooling order for Cabot well nunber PM C A-4, dated
August 11, 19987

A Yes, | am

Q Does Cabot own drilling rights in the unit
i nvol ved here?

A Yes.

Q And does the proposed unit depicted at
Exhibit A include all acreage within twenty-five hundred
(2500) feet, that being a twelve hundred (1200) foot radius
of proposed well nunber PM C A-47?

A Yes.

Q Now, M. Pryor, prior to filing the
application, were efforts nade to contact each of the

respondents in an attenpt made to work out an agreenent
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regardi ng the devel opnent of the unit invol ved?

A Yes.

Q Ckay. As to the interest of Cabot within
the unit at the tinme...under |ease to Cabot at the tine that
application was filed, could you please state that?

A 81. 73 percent.

Q Okay. And unl eased at the tinme of
application was 18.27 percent?

A Correct.

Q Now, subsequent to the filing of the
application, have you continued to attenpt to reach an
agreenent with the respondents listed in Revised Exhibit B?

A Yes.

Q As a result of those efforts, have you been
able to require additional |eases fromany of those
respondent s?

A Yes...yes, | have.

Q Coul d you point those out for the Board at
this tinme?

A The additional |eases are Sybil D. Bal dw n.

Q That’s on...that’s under Tract Ei ght under
t he Hobert Day heirs?

A Right. On page two of three of Exhibit B.
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Edith D. Ratliff, King David Ray, Thelma Day Lovel ace, d en
A. Day, Hobert Day, Pernell Day and Allie s. Gl espie.
JIMK SER Mss R ggs, did you get all of those?

SANDRA RI GGS: Well, I’1l get it off of her.

JIMKISER You will get them Okay.
Q Ckay. So, what would be the current percent

of the unit under | ease to Cabot?

A Ri ght at 83 percent.

Q 82.677?

A I think, yes, that’s correct.

Q And the percentage unleased at this tine

woul d be 17.33?

A Correct.

Q Okay. Al unleased parties are set out in
revi sed Exhibit B?

A Yes, they are.

JIMKISER At this time, M. Chairman, | would Iike
to call...I want to suspend Mr. Pryor’s testimony for just a
few mnutes and call in Mss Hoch to testify regarding the
interest...the unleased interest in Tract A attributed to
Pocahontas M ning Conpany and to the interest in Tract Six

where the gas | essee is Blazer Energy Corporation.
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CARCL HOCH

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M ss Hoch, if you could state your nane for
the record, who you are enployed by and in what capacity?

A My nanme is Carol Hoch. | am enpl oyed by
Cabot O | and Gas Corporation as a Landman.

Q And your | and...and do your responsibilities
include the land involved in this unit?

A Yes, they do.

Q And | think, probably sonetine within the
| ast six to eight nonths, you have previously testified
before the Board and your qualifications as an expert w tness
in land matters have been accepted?

A Yes, that’s true.

Q Ckay. Now, could you, for the Board,
outline the efforts to date and the expected resolution to
the two-thirds interest that remains unleased in Tract Eight
that’s attributed to the Pocahontas M ning Conpany?

A W have contacted Pocahontas M ni ng Conpany

directly and through their attorney, M. Don Johnson, with
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correspondence and with tel ephone calls and as of yesterday
t hey have indicated that they wish to | ease their interest to
us. They...we currently have a |l ease with them out there.
W will be anending that |ease to include this additiona
interest that they have within this unit.

Q And we expect this lease to be finalized
within the period tine that will occur between any issuance
of a Board order and filing a supplenental order in which we
can dism ss themas a voluntary | ease?

A Yes.

Q Ckay. Thank you.

BENNY WAMPLER: That is for Tract Eight?

JIM KI SER: That’s for....yes.

BENNY WAMPLER: Ckay.

JIM KI SER: That’s for the two-thirds interest that
Pocahontas has in Tract Eight.

Q Now, as to Tract Six, have you been in
contact with M. Dean WIllians, who is the original Landnman
for Blazer/Eastern/Stat G| regarding their desire to
participate in PMC A-4?

A Yes, | have. W began contacts with them
back in May and have continued to have contacts both in

correspondence and verbally over the tel ephone and they have
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i ndi cated as of yesterday that they wish to participate with
their interest in the unit.

JI'M KI SER: Thank you very much. I don’t have any
further questions of this witness at this tine, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of M ss Hoch?

(No audi bl e response.)

JIMKISER W wll go back to M. Pryor

Q Before we get into sone of the election
options, M. Pryor, and the fair market val ue testinony,
you’ve been...we’ve been handed a letter this morning that I
had not previously seen froma M. Kiser. | believe you kind
of alerted ne to this situation earlier. Can you kind of go
t hrough the history of his objection, or letter?

A About a year and a half ago, our surveyors
were out surveying this property and he was out
there...becane aware that we were out there surveying and

then...wanted to know why we were out there and he was told

Cabot was going to drill an oil and gas well. He was sayi ng,
"Well, no, you all don’t own any of the minerals out there.
| do." And subsequent to that, we have had title opinions

show ng that Cabot does or has |eased the oil and gas rights

under his property. It was owned by PMC. And al so, | have
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tal ked to himand sent himcopies of all the severance deeds
concerning the three tracts that he owns. He owns...his
famly owns a ten acre tract. It is called a ten acre tract,
twenty acre and sixty-eight acre tract. And it is tracts...|
need a copy of the plat. It’s...it’s shown as Elbert Kiser
heirs on PM C A-4 down at the drill site tract.

RALPH KI SER: Excuse ne. | am Ral ph Kiser

M CHAEL S. PRYOR Yes, sir.

RALPH KI SER: | nean, you are speaking of ne.

M CHAEL S. PRYOR Yes, sir.

BENNY WAMPLER: Sir, if you will conme up and...to

where we can pick you up.

RALPH Kl SER: A1l right. I didn’t know this was

the case...the docket for this here. Excuse ne. Wuld you
repeat what you said?

M CHAEL S. PRYOR Starting at what point?

RALPH KI SER: Al ...starting fromthe beginning of

what ever it was.

M CHAEL S. PRYOR GCkay. It was ny understandi ng

that the surveyors were out---.

RALPH KI SER: Can | have a copy of what you have

t here?

JIM KI SER What do you nean?
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M CHAEL S. PRYOR The letter that you---.

JIM KI SER  You want your letter or do you---.

RALPH KI SER: That letter. GCkay. Go ahead. Al

right. Sorry. Start there. Excuse ne.

MCHAEL S. PRYOR | think it was about a year and a

hal f...mybe year and a half...it was about a year and a half
ago, where our surveyors were out on Mr. Kiser’s family
property and they were surveying...trying to | ocate where
they wanted to drill the well and I'm not sure whether you
were out there or...anyway you becane aware of the fact that
they were out there and---.

RALPH KI SER: Wl |, why did they cone in a trespass

W t hout even trying to find out who owned the property?

M CHAEL S. PRYOR Well, the severance deeds...the

severance deeds where they...where PMC...in PMC chain of
title gave themright to cone in there and---.

RALPH KI SER: Not the surface rights.

MCHAEL S. PRYOR ---it gives themthe right to

cone in and withdraw or obtain or take out the m neral s that
they own and which would have to be...give themthe right to
get on the surface.

BENNY WAMPLER. M. Pryor, is PMC Pocahontas M ni ng

Conpany?

189



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

CAROL HOCH: Yes, it is.

M CHAEL S. PRYOR: Yes, sir. I’'m sorry. At that

time, | got aletter fromM. Jeff Kind, who is with Cabot
Ol and Gas in Pittsburgh, asking ne to go to the courthouse
and check out the titles on these tracts to see if M. Kiser
did in fact owmm the oil and gas on the property. | did sone
initial checking. | saw where the mnerals had been severed
back around 1910, at that tine...before M. Kiser got the

m nerals or before he got the surface of the tract.

RALPH KI SER: Wl |, do you know that there was 1912

litigation over this and a trial?

M CHAEL S. PRYOR: No, sir, I’'m not aware of that.

RALPH KISER: Well, it is there in the courthouse.

M CHAEL S. PRYOR Ckay. At that tinme, | inforned

M. Kind, by ny research that it appeared that the mnerals
had been severed prior to M. Kiser...Elbert Kiser buying the
property and since that tinme title opinions have been
performed which show...which relay the fact that Pocahontas
M ni ng Conpany owns the oil and gas under these tracts and

that’s where it stands right now.

RALPH KI SER: Excuse ne. Do you know that there is

about five people that say they own this sane tract of

property?
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M CHAEL S. PRYOR Well, we---.

RALPH KI SER: And they say they own the m neral

rights and all.

M CHAEL S. PRYOR W have title opinions on this

and | have not been presented with any title opinion to go
agai nst what we have.

RALPH KI SER: Well, I understand. I mean, I’m just

saying the same thing that you...I’'m saying the same thing,
you know.

JIMKISER M. Chairman, | mght add that ny firm
performed the title opinions on these tracts and we are
confident that we are correct and that PMC is the m neral
owner on these tracts.

RALPH Kl SER: I haven’t seen any proof of a

conveyance or anything like this. This property has been in
my family’s name in the property since 1872, my grandfather.
It was bought from...Elbert Kiser’s father bought the
property fromny...John Stacy and it stayed in heir to after
that. But I haven’t seen any signs or any conveyances...it
says it is conveyed, but I haven’t seen any proof of any of
it. I’'m not represented here by an attorney or anything like
that. | appreciate you all taking ny rights and listening to

what ever, you know.
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BENNY WAMPLER: Sur e.

MCHAEL S. PRYOR | can pro...|l can pro---.

RALPH KISER: | nean, | just want what is right is

ri ght and whatever, you know.

BENNY WAMPLER R ght .

M CHAEL S. PRYOR | can produce deeds then to M.

Kiser which Elbert, Mr. Kiser’s father, which specifically
state that the mnerals are reserved and---.

JIMKISER And we can provide himwth a copy of
our opinion of this.

M CHAEL S. PRYOR And then the title opinion can be

provided by M. Kiser...or JimKiser showing the conplete
chain of title, howthey arrived at. |[|...again, | have
not...I’11 be happy to see something if Mr. Ralph Kiser can
produce sonething to di spute what we have, the infornation
that we have. But I couldn’t find anything at the courthouse
and I don’t think---.

RALPH KI SER: | did receive your fax, you know.

BENNY WAMPLER. He is saying that they will provide

you with that information, along with the chain of title work
that this firmhas done, so that you have that available to
you.

RALPH KI SER: How about the suit over the property
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of the mneral rights between Josh White and ny father in
1917 and ended up in 1920 and they gave the rights and
possession of the property to ny father.

MCHAEL S. PRYOR The...as | recollect, the Josh

Wiite did not own the mnerals under this deed...any of these
three tracts---.

RALPH KISER: This is what...this is the reason it

was about was the mnerals, not the property. It was about
m neral rights.

M CHAEL S. PRYOR It was ny understandi ng and ny

title research showed that the mnerals were severed and sol d
to...well, prior to that...Josh Wite did have title to the
property, but | believe the mnerals were sold to sone
Peerys. Let’s see. I don’t have the title opinion with me.
| wll just have to---.
JIM KI SER The severance was prior to the sale.

M CHAEL S. PRYOR Yeah, the severance was prior

Josh White was a predecessor intitle to Elbert Kiser, but
the mnerals were sold to a Thomas M Witer in 1904 on part
of this...there are three different severances, and Thonas
Witer bought the mnerals on the coal, mnerals...mnerals
and all...coal and all mneral.

RALPH KI SER: Who did he buy it fronf
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M CHAEL S. PRYOR He bought on one tract...this is

the information that | sent you, he bought it froma J. H
Stinson and E. S. Finey, undivided one-half interest and
other one and a half interest under...well, it is called a
37.74 acre tract. He bought the other half from Thomas E.
Peery. ©Now, that’s the sixty-eight---.

RALPH KI SER: How did you cone up...how did you cone

up...how did you conme up with that acreage? There is
supposed to be three tracts, sixty-eight acres, forty acres
and ten acres.

M CHAEL S. PRYOR Gkay. The sixty----.

RALPH KI SER: You want to go in on the ten acres

where the mneral rights are?

M CHAEL S. PRYOR Well, as...the description on a

| ot of these tracts, especially in Buchanan County and over
there they just kind of...they don’t give a metes and bounds,
they just give go to this tree, that tree, and that tree and
say sixty-eight acres, and the mneral severances really did
a netes and bounds description on it and they conme up with a
thirty-seven point seventy four acre tract. On the sixty
acre tract, it is actually thirty-seven point seven four
acres.

RALPH KI SER: Wel |, regardless of the tree and the
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rock and stone and whatever, Dave Horton went over there,
which is from R chlands, he went fromthe tree and the stone
and found the lines of what he said he went on. | know the
way of doing it is boundaries and acreage, you know. | am
not denying...there is just a lot of---.

M CHAEL S. PRYOR Wll, different...acreage

di screpancy happen all the time in chains of title...these
titles. You can get several different chain---.

RALPH KI SER: The thing is so anbi guous, the whole

t hi ng.
MCHAEL S. PRYOR Yes, it is. You are correct.

That’s why these...I really feel lucky to have found metes
and bounds descriptions on these m neral severances. They
really described it well and the plats...you were able to

pl at the descriptions out and they cl osed and they were

overl aid---.

JIMKISER If |I had known M. Kiser was com ng
today, | would have brought the unit and title opinion with
me. But |...this was the first tine | have seen this letter.

BENNY WAMPLER. M. Kiser, you are not aware of

anyone that...that has not been naned here, are you?

RALPH Kl SER: Pardon ne now?

BENNY WAMPLER: You are not aware of any appropriate
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party that’s not been named in this application before the
Board, are you?

RALPH KI SER: No, I’m not. I haven’t...the only

thing I spoke with M. Fulner on the phone and | spoke with
M. Pryor on the phone and he faxed ne what he has there, and
I don’'t agree with it, but I...I mean, it is up to the Court
to deci pher because it is so anbiguous that | nean, you just
can’t tell. | mean, it is theirs and it is right, it is
right, I nmean, it is theirs. If it is not, thenit is mne
or 1f some of these other five people that’s claiming
it...one of themagain is Dave Horton and the Roberts and
Si npsons and people |like that.

M CHAEL S. PRYOR They...are you saying these five

peopl e all claimunder your tract.

RALPH KI SER: They all say that they have the sane

title deed that we have. Josh White, after the court case in
1912, turned around and sold the sanme property to...after the
trial, sold the sanme property in 1937 to soneone el se.

BENNY WAMPLER: Wel |, | guess the only---.

SANDRA RI GGS: But that would be the surface.

BENNY WAMPLER: Yeah, that’s surface.

M CHAEL S. PRYOR And that sale was the PMC 8, |

t hi nk.
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BENNY WAMPLER: The surface, | think.

CARCL HOCH: Was it?

M CHAEL S. PRYOR: I think that’s---.

JIMKISER M recollection was the m neral
severance was in 1904.

M CHAEL S. PRYOR Well---.

RALPH KI SER: Say it again. | nean, that property

went to drill the well is a very sacred place to ny famly
because this is the hone place of ny nother and father when
they first married and they had four children there and there
are graves down there, plus there’s piles and piles and piles
of rock where they cleared the ground to grow food for the
chi | dren.

(M. Wanpler and M ss Riggs discuss things anong
t hensel ves.)

RALPH KI SER: | f Cabot G|, you know, if they own

it...if they think they own it and if | think I own it, if
they want to make nme an offer, I will talk wwth them or
either I will just have to hire an attorney to go through
this thing. The last tine that property over there was
surveyed was the Bel cher Surveying Conpany in 1929 or maybe
‘32 and it was done metes and bounds, no trees and no pegs,

not hi ng.
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SANDRA RIGGS: Well, the task of this Board is to

make sure that anybody who is claimng owership to the gas
has been named within this application and what M. Wanpl er
is saying is, are you saying there are claimants to the gas
that are not a party to this application?

RALPH Kl SER: I assume there are. They haven’t made

their claimor to you. The only one | amrepresenting is
El bert Kiser Estate.

SANDRA RI GGS:  And- - -.

RALPH KI SER: The ot her people they...l spoke to,

they say they own it, Cabot G| says they own it, David
Horton says he owns it.

SANDRA RI GGS: Now, we are tal king about the gas

now?
RALPH Kl SER: Yeah, m nerals. He said...in fact, he

spoke to ne in R chlands not |ong ago that he had the sane
title and deed...that the same property he owned the ten
acres down there with gold...|l nean, coal and gas and it cane
fromhis father-in-law, Foster Cole, who owned severa

acreage and mneral rights down there and he is---.

M CHAEL S. PRYOR Well---.

RALPH Kl SER: ---excuse ne.

M CHAEL S. PRYOR: I'm sorry.
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RALPH KI SER: That’s all right.

M CHAEL S. PRYOR Wiere M. Horton owns, | believe,

that is...that his surface tract is over the Rogers Estate,
which is a...lease that is owned by---.
JI M KI SER (1 naudi bl e).

M CHAEL S. PRYOR: Well, that’s tract six, right?

JIMKI SER. Tract Six.

M CHAEL S. PRYOR: Tract Six. That’s where Mr.

Horton’s surface tract is...is on...under Tract Six.

RALPH KI SER: Wl |, you put out for two wells, A and

JIMKISER A-4 and A-8. W have continued A-8 or
we Wil continue it after this hearing.

RALPH KI SER. Today?

JIMKISER Yes, sir. W are going continue the
hearing for well nunber PMC A-8.
RALPH KI SER: Ckay. Excuse ne.

SANDRA RI GGS: So, we are strictly tal king about

well ...the unit for well A-4 right nowis what we are
t al ki ng about .

M CHAEL S. PRYOR Right.

RALPH KI SER: Right. A-4. | understand.

BENNY WAMPLER: And what we are trying to nmake sure
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of is that we have all the parties listed here. They are
talking that they do. It sounds like, you know, in the
discussion that they’ve got them listed and that’s key to us
because that’s what they are doing is identifying the
parties---.

RALPH Kl SER: | under st and. | under st and.

BENNY WAMPLER: ---so that you have options to

| ease or whatever you decide to do.

RALPH Kl SER: I haven’t seen that list.

BENNY WAMPLER: Do you have an extra copy?

JI'M KI SER: Sur e.

BENNY WAMPLER: Wbul d you give hima copy?

RALPH KISER: |Is this the people that own the

m neral rights or surface rights or |essors?
JIM KISER  Yes, sir.
BENNY WVAMPLER Wl | - - -.

SANDRA RI GGS: The gas.

JIM KI SER The gas.
RALPH KI SER: And you are saying that Pocahontas

M ni ng Conpany acquired the mneral rights from who?

MCHAEL S. PRYOR Well, the chain...all | have...we

don’t have the title opinion with us. But I know that the

m nerals were severed on those...the three tracts that are
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clainmed by your famly were severed and sold to M. Thonas
Witer in 19---.

RALPH KI SER: Are you tal king about ten acres or are

you tal ki ng about the ninety-eight acres or what?

MCHAEL S. PRYOR | can do either one. The

first...we just did the sixty-eight acre tract was sold to
M. Witer in 1904. | can tell...and the twenty acre and ten
acre tract were...|l gave you...l sent you the chain of title
on that. ay. Right here. R ght. GCkay.

RALPH Kl SER: I didn’t receive that information that

you faxed to ne.

JIMKISER M. Chairman, | wonder if we should even
be getting in to this. The Board doesn’t have any
jurisdiction over title issues.

SANDRA RI GGS: The only issue we are interested in

is have all conflicting clainmants been naned in the
application and received notice of the application?

JIMKISER It is our position that yes, they have.
All owners of any...all interest owners in the gas estate
within the 112. 69 acres enconpassing this unit have been
notified. They have been identified and notified in
accordance wth Section 19.

RALPH KI SER: Can | get a copy of this hearing?
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BENNY WAMPLER: Yes, sir. A transcript is being

made of that. And it is your position that the El bert Kiser
Estate is not a party to be noticed under this, that it in
fact is Pocahontas M ning Conpany? 1Is that the way I
understand it?

M CHAEL S. PRYOR Yes.

BENNY WAMPLER: Just so he under st ands what the

position---.

RALPH KI SER: Do you have a certain length of tine

that you have to goin a drill or to acconplish what you want

to do or you have any tinme that you want to go in at any

time?

SANDRA RIGGS: Has the permt issued for this well?

CARCL HOCH: No, it hasn’t.

TOM FULMER: No.

SANDRA RI GGS: They haven’t applied for a permit
yet.

TOM FULMER: Ch, yeah. They have appli ed.
(I naudi bl e).

CARCL HOCH: But we have applied, but it hasn’t been
I ssued.

SANDRA RI GGS: Ch, the application is pending---.

TOM FULMER: Ri ght .
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SANDRA RIGGS: ---on the permt. Once that permt

issues, it is good for two years. The Board today is acting
on a pooling application, which is a process by which people
who have not entered into a voluntary agreenent with the
operator, are given certain elections to nake. Once that
pooling order is entered, it’s also good for twO years. | f
they don’t drill the well and commence production within that
two year period, then the pooling application dissolves as

does the permit and it runs fromthe date of the issuance of

each.

RALPH KI SER: How about the desecration of the
property and damage to the property? | know they have to
have...redo what they...top soil or whatever and things |ike

that, but as far as going in and digging a bull dozer and
pushi ng over trees and things |like that.

SANDRA RI GGS: That’s an action that’s controlled by

the rights of the parties under your various severance deeds
and so forth. |If you feel you have trespass action, you
woul d pursue that |ike any other trespass action, or if you
had a claimfor damages, it would be the sane thing. That is
not within the jurisdiction of the Board to interpret your
deeds. That’s a court issue.

RALPH Kl SER: Well, like I say, I haven’t been to
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one of these. So, excuse ny---.

SANDRA RI GGS: Oh, that’s all right. That’s all

right.
BENNY WAMPLER: That’s fine.

RALPH Kl SER: ---bottom of the barrel attitude.

BENNY WAMPLER: That’s what we are here for, to try

to make sure you understand the process.

RALPH KI SER: Ckay. They say the well that they are

speaking of, they...l received the notice of that by a
certified a letter fromM. Pryor, but that was not involving
me because that’s on the Walter Rife’s...the old Peter
White’s estate, and I understood that you were going to drill
a well there and because a house was there and sonebody woul d
move in it, you changed it back to ne, to nmy property.
Probably to save noney to digging...fromgoing fromthe tops
down to where you are going down to the bottom where the well
is closer to you. I don’t know why, unless the gas just like
sone people are afraid of it and it can explode if it gets

too much oxygen or stuff like that. I don’t know.

BENNY WAMPLER: Wel |, you are tal ki ng about A-8 now

and that’s...that’s really not before us at this point and
tine.

RALPH Kl SER: Okay. I’'m sorry. Forgive me.

204



1 BENNY WAMPLER: That’s okay. We are just dealing

2 wth A-4 at the present tinme, and | understand they plan to
3 continue after this hearing is closed. Thank you.

4 RALPH KI SER: Ckay. Al right. Thank you.

5 BENNY WAMPLER: Go ahead, M. Kiser.

6

7 DI RECT EXAM NATI ON RESUMES

8 QUESTI ONS BY MR Kl SER

9 Q M. Pryor, are all the unleased parties set

10 out in revised Exhibit B?

11 A Yes, they are.

12 Q I n your professional opinion, was due

13 diligence exercised to | ocate each of the nanmed respondents

14 in revised Exhibit B?

15 A Yes.

16 Q Are the addresses set out in revised Exhibit
17 B the last known addresses for the respondents?

18 A Yes.

19 Q Are you requesting this Board to force pool

20 all unleased interest listed in revised Exhibit B?

21 A Yes.

22 Q And are you famliar with the fair market
23 value of drilling rights in the unit here and in the

24
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surroundi ng area?

A Yes, | am

Q Coul d you advise the Board as to what those
are?

A A five dollars ($5) per acre per initial

bonus consideration, one eight royalty on a five year term

Q Did you gain this famliarity by acquiring
oil and gas | eases and ot her agreenents involving the
transfer of drilling rights in the unit involved here and in
t he surroundi ng area?

A Yes, | have.

Q I n your professional opinion, do the terns
you have testified to, represent the fair nmarket val ue and
fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

Q Now, as to the respondents in revised
Exhi bit B who remai n unl eased, do you reconmmend that they be
allowed the follow ng options with respect to their ownership
interests within the unit; one, participation; two, a cash
bonus of five dollars ($5) per net mineral acre plus a one-
eighth of eight-eighths royalty; three, in lieu of a cash

bonus, a one-eighth of eight-eighths royalty share in the

206



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

operation of the well on a carried bases as a carried
operator under the follow ng conditions: Such carried
operator shall be entitled to the share of production from
the tracts pool ed accruing to his interest exclusive of any
royalty or overriding royalty reserved in any | eases,
assignnments thereof or agreenents relating thereto of such
tracts, but only after the proceeds applicable to his share
equal three hundred (300) percent of the share of such costs
applicable to the interest of the carried operator of a
| eased tract or portion thereof; or (B), Two hundred (200)
percent of the share of such costs applicable to the interest
of the carried operator of an unleased tract or portion
t her eof ?

A Yes.

Q Do you recommend that any order provide that
el ections by respondents be in witing sent to the applicant
at Cabot Ol and Gas Corporation, 400 Fairway Drive, Suite
400, (i naudible), Pennsylvania 15108; Attention: Carol Hoch?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning the force
pool i ng order?

A. Yes.
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Q Do you recommend that the order provide that
if no witten elections is properly nmade by a respondent,
then such respondent shall be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d any unl eased respondents be given
thirty (30) days fromthe date of the recording of the Board
order to file their witten el ections?

A Yes, they shoul d.

Q | f an unl eased respondent elects to
participate, should they be given forty-five (45) days to pay
the applicant for the respondent’s proportionate share of
wel | cost?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that parties share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a hundred
and twenty (120) days follow ng the recording date of the
Board order, and thereafter, annually on that date, until
production is achieved to pay or tender any cash bonus

becom ng due under the order?
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A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate, but fails to pay
their proportionate share of well costs satisfactory to the
applicant for paynent of such costs, then their election to
partici pant should be treated as having been w t hdrawn and
voi d?

A Yes, | do.

Q Do you recommend that if a respondent elects
to participate, but defaults in regard to the paynent of well
costs, any cash sum becom ng payable to such respondent be
paid within sixty (60) days after the |last date on which such
respondent could have paid or nade satisfactory arrangenents
for the paynent of well costs?

A Yes, | do.

Q We do not have any unknown or unl ocateabl e
parties within this unit, is that correct?

A That’s correct.

Q Therefore, we don’t need to establish an
escrow account, is that correct?

A Yes.

Q And who shoul d be naned t he operator under

the force pooling order?
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A Cabot G|l and Gas Corporation.
JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

JIMKISER Yes, ny next witness is M. Qt. You

have a copy of his resune in front you

THOVAS C. OIT

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

QUESTI ONS BY MR KI SER

Q M. Ot, could state your nane for the
Board, who you are enployed by and in what capacity?

A My nanme is Thomas C OQt. [|I'mwork for
Cabot Ol and Gas as a District Engineer.

Q And since this is your first tine,
believe, testifying before the Virginia Gas and O | Board,
coul d you pl ease take sone tine and go through both your
educati on and work experience in the oil and gas industry?

A | graduated from Penn State University in
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1971. | went to work for aulf QI at that tinme. | worked
there for about four years in an engineering capacity. Then
| went to work for Colunbia Gas Transm ssion Corporation in
1975. | worked there for five years in engineering duties.
| had a brief span with Superior G| Conpany in Wodl ands,
Texas and then fromthere in 1981, | canme to work for
Cabot...or...yeah, Cabot in a different engineering
capaci ti es.
Q And does part of your current duties with
Cabot O | and Gas include preparation of drilling AFEs,
reserve anal ysis, economc analysis for a Berea well such as
this---7?
Yes.
---in the Virginia area of the Appal achi an
basi s?
A Yes.
JIMKISER M. Chairman and nenbers of the Board,
I'd submit Mr. Ott as an expert witness in this areas of
production and operati ons.

BENNY WAMPLER: W't hout objection, he is accepted.

Q And do your responsibilities include the
land involved in this unit and in the surroundi ng area?

A. Yes, sir. Yes.
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Q And are you famliar with the plan
of ... proposed plan of devel opnent for this well?

A Yes.

Q And what is the total depth of the proposed
wel | under this plan of devel opnent?

A Fi ve thousand five hundred and twenty-five
(5,525) feet.

Q And will this be sufficient to penetrate and
test the common sources as supplied in the subject
formations?

A Yes.

Q And is Cabot requesting the force pooling of
conventional gas reserves not only to include the designated
formati ons, but any other fornmations excluding coa
formati ons which nay be between those fornmations designated
fromthe surface to the total depth drilled?

A Yes.

Q What are the estinated reserves underlying
this unit?

A Five hundred mllion (500, 000, 000) cubic or
standard cubic feet of gas.

Q And are you famliar with the well costs for

the proposed well under the applicant’s plan of development?
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A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board?

A Yes.

Q And was this AFE prepared by an engi neering
departnment know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes, it was.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the costs for the proposed
wel | under the plan of devel opnent?

A Yes, it does.

Q At this tinme, could you state for the Board
both the dry hole costs and conpleted well costs for PMC A-4?

A The dry hole costs are hundred and fifty-two
t housand four hundred dollars ($152,400) and conpleted well
costs is two hundred forty-three thousand dollars ($243, 000).

Q Now, on these particular well, you do not
anticipate a nultiple conpletion, is that correct?

A That’s correct.

Q Does the AFE include a reasonable charge for

supervi si on?
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A Yes.

Q Now, M. Qt, in your professional opinion
will the granting of this application be in the best interest
of conservation, the prevention of waste and the protection
of correlative rights?

A Yes.

JIMKI SER  Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER. Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER M. Chairman, we’d ask that the
application be approved as submtted.

BENNY WAMPLER: Let ne go back and ask you one

question before we get there and you deci de who needs to
respond to this. But Don Johnson’s letter dated September
2nd, representing Fawn Rogers, Il, Trustee and Lon B. Rogers,
Roger s Bradshaw Trust Nunber One, object to the proposed
pool i ng applications because a client is inforned that the
units lie within the area assigned by the Gas and G| Board
to be covered and governed by the Pilgrins Knob Field Rules.

JIMKI SER W have determ ned, and | think al ong
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with M. Fulnmer, have determned that he is correct and that
the unit for PMC AA-8 does lie within the field rules area.

I think, there is maybe a technical argument that it doesn’t.
But we are not going to nake that. A-4 is definitely
outside the boundaries for the field rules and that’s why we
are here today on that one. A-8 will be continued subsequent
to this hearing, probably until the Novenber hearing, because
the COctober deadline is this Friday and we are still having
the...as you know, the Pilgrins Knob field rules require a
hundred and ei ghty acre squares and we are having that unit
resurveyed at this point in tine.

BENNY WAMPLER: Ckay. Al right. Anything further?

(No audi bl e response.)

BENNY WAMPLER: Do | have a notion?

RICHARD G LLIAM | make a notion that we approve.

BENNY WAMPLER. Motion to approve.

BILL HARRI S: | second.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers indicate in the affirmative.)

BENNY WAMPLER. (Qpposed say no.

(No audi bl e response.)
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BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Cabot Ol and Gas for a
conventional gas unit identified as PM C A-8, docket nunber
G0B- 09- 09/ 15-0687. We’d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
Cabot 0Oil and Gas Corporation. We’d ask the Board at this
time for reasons previously stated that this matter be
continued to the Cctober docket, | guess, at this point, in
case we can get that plat and get it filed by Friday. And
then if we don’t, what I can do is notify yourself or Miss
Riggs on Friday, if we need to carry it over to the Novenber
docket.

BENNY WAMPLER: Well, we will grant a conti nuance

till the next docket you can get it on. Ckay?
JIM KI SER  kay.

BENNY WAMPLER: You won’t have to do that.

JI' M KI SER Thank you.
BENNY WAMPLER: Ckay. Thank you very nuch. That

concludes today’s hearing.
STATE OF VIRG NI A,
COUNTY OF BUCHANAN, to-wt:

|, SONYA M CHELLE BROWN, Court Reporter and Notary
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Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 6h day

of COctober, 1998.

NOTARY PUBLI C

My comm ssi on expires August 31, 2001.
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